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STATE  PROVIDES  FLEXIBILITY 
IN  PROCEDURES 


With  the  issuance  of  the  FY90  Cherry  Sheets, 
communities  have  been  notified  of  the  exact 
impact  of  the  local  aid  reductions  and  are  now 
faced  with  managing  a  very  difficult  budget 
revision  process. 

In  light  of  this  extraordinary  situation,  the 
Division  of  Local  Services  has  made  a  number  of 
substantive  changes  to  established  procedures 
in  an  effort  to  provide  flexibility  to  local  officials. 
We  have  provided  detailed  information  to  cities 
and  towns  on  these  changes,  the  highlights  of 
which  are  outlined  here. 

While  these  changes  will  help  many  com- 
munities, we  don't  have  solutions  to  all  the 
problems  you  will  encounter  during  this  difficult 
time.  We  will,  however,  attempt  to  give  you  the 
best  information  we  can  in  a  timely  and 
cooperative  manner. 

Preliminary  Tax  Bills  If  a  community  needs  to 
call  a  Special  Town  Meeting  to  balance  its  bud- 
get, it  is  likely  that  the  timing  will  delay  the 
issuance  of  tax  bills  beyond  October  1,  1989, 
thereby  incurring  increased  borrowing  costs.  In 
order  to  allay  this  situation,  the  following 
procedural  changes  will  be  implemented: 

•  Reasons  for  use  of  Preliminary  Tax  Bills  will  be 
broadened  to  include  the  need  to  call  a  Special 
Town  Meeting  exclusively  to  deal  with  Local 
Aid  reductions. 

•  While  it  is  preferable  for  budgets  to  be 
balanced  early,  Pro-Forma  Tax  Rate  Recapit- 
ulation Sheets  may  be  submitted  without  the 
appropriate  budget  adjustments  necessitated 
by  the  Local  Aid  reduction  provided  that  a  final 


balanced  Recap  Sheet  is  received  by  the 
Bureau  of  Accounts  by  December  1 ,  1 989  and 
approved  prior  to  the  issuance  of  the 
December  31  local  aid  distribution. 

•  Alternatively,  communities  issuing  preliminary 
tax  bills  on  the  basis  of  balanced  Pro-Forma 
Recap  Sheets  will  be  authorized  to  apply  a 
successful  override  or  exclusion  to  their  FY90 
levy  limits  instead  of  waiting  to  use  the 
additional  taxing  capacity  in  FY91. 

Staff  from  the  Division  will  assist  those  com- 
munities seeking  to  maintain  a  level  cash  flow 
while  waiting  to  adjust  their  budgets  at  Special 
Town  Meeting. 

Certification  of  Free  Casfi  Normally,  Free  Cash 
is  certified  by  the  Bureau  of  Accounts  in  the  fall 
after  cities  and  towns  have  submitted  balance 
sheets  reflecting  6/30  closings.  In  many 
communities  this  7/1  free  cash  amount  is  used  for 
current  year  appropriations  after  the  setting  of  a 
tax  rate  and  as  a  source  of  revenue  to  be  used 
at  the  following  Spring's  budget  sessions.  For 
FY90  the  following  changes  will  be  implemented: 

•  The  7/1/89  Certification  process  will  be 
accelerated  by  having  Bureau  of  Accounts 
field  representatives  assist  city  auditors  and  1 
town  accountants  in  expediting  the  prep- 
aration of  FY89  year-end  balance  sheets. 

•  The  due  date  for  submitting  the  Annual 
Financial  Reports  (Schedule  A)  will  be 
extended  from  October  1  to  December  1  inso- 
far as  the  city  auditors  and  town  accountants 
are  engaged  in  expediting  the  free  cash 
process.  ^^^^^^^^^^ 


Continued  on  page  2 


Talcing  into  Account 


YOUR  COMMUNITY'S  ANNUAL  AUDIT 


One  of  the  most  useful  financial  management 
tools  at  the  disposal  of  local  governments  is  the 
annual  audit  report.  Although  this  document 
contains  valuable  information,  many  finance 
officials  fail  to  use  it  to  their  best  advantage.  The 
following  account  illustrates  how  one  town's 
audit  report  revealed  a  revenue  problem,  promp- 
ted corrective  action,  and  encouraged  improved 
fiscal  management. 

This  community  contacted  Kathy  Reed,  the 
Bureau  of  Accounts  field  representative  for 
towns  in  south  Worcester  County,  to  discuss  a 
problem  in  collecting  back  taxes.  The  collection 
problem  had  been  identified  in  the  town's  annual 
audit  management  letter,  prepared  by  the 
community's  auditor  and  outlining  detailed 
recommendations  following  a  review  of  the 
town's  fiscal  operations.  As  Kathy  explained  to 
town  officials,  an  audit  management  letter 
illuminates  areas  in  the  financial  management 
practices  of  your  community  that  need  improve- 
ment. The  local  officials  and  Kathy  arranged  to 
meet  with  representatives  from  the  CPA  firm  that 
performed  the  audit  to  discuss  the  problem  and 
possible  solutions. 


The  central  issue  in  question  was  the  effect  of 
outstanding  taxes  on  the  unrestricted  fund 
balance,  or  free  cash.  Effective  and  timely 
collection  of  taxes  is  important  because  out- 
standing taxes  lessen  the  amount  of  available 
free  cash. 


Together,  the  town  officials,  members  of  the  CPA 
firm  and  Kathy  developed  a  corrective  action  plan 
and  put  it  into  operation.  The  CPA  firm  devised 
guidelines  for  improving  collection  procedures, 
including  a  cost/benefit  study.  Town  officials 
agreed  to  take  the  necessary  steps  with  help  from 
Kathy  Reed  and  the  Division's  management  and 
legal  resources.  At  a  follow-up  meeting,  the  team 
agreed  that  their  strategy  made  a  positive  impact 
on  the  town's  financial  health  and  that  improved 
cash  flow  and  increased  free  cash  could  be 
expected. 

Annual  audits  have  become  increasingly  popular 
for  cities  and  towns,  especially  because  of  the 
Single  Audit  Act  of  1984.  This  federal  legislation 
requires  an  annual  audit  of  most  municipalities. 
The  audit  requirements  for  individual  grants  to 
communities  were  replaced  by  the  single  audit 
for  communities  receiving  $100,000  or  more 
annually,  either  directly  from  the  federal  govern- 
ment or  indirectly  through  a  state  agency.  The 
single  audit  covers  all  accounts  in  a  community. 

The  Division  of  Local  Services  has  prepared  a 
manual.  The  Comprehensive  Audit  Procurement 
Guide,  which  explains  in  detail  the  process  for 
the  procurement  of  and  the  many  uses  for  the 
completed  audit  document.  If  you  have  questions 
about  municipal  audits  or  would  like  to  obtain  our 
Comprehensive  Audit  Procurement  Guide, 
please  contact  your  BOA  field  representative  in 
Boston  (617)  727-2300,  Worcester  (508)  792- 
3571,  or  Springfield  (413)  737-1040. 


FLEXIBILITY...  Continued  from  page  1 


•  Updating  Free  Cash  during  FY90  after  the 
setting  of  the  Tax  Rate  will  be  accelerated  from 
March  31  to  anytime  subsequent  to  the  mailing 

i   of  tax  bills. 

These  actions  will  allow  communities  to 
maximize  the  use  of  free  cash  to  help  deal  with 
budget  adjustments  at  special  town  meetings  and 
city  council  meetings.  It  will  also  provide  some 
continuing  flexibility  during  FY90. 

Local  Revenues  While  many  communities  will 
need  to  hold  special  town  meetings  to  cut 
appropriations,  others  may  be  able  to  avoid  this 
by  initiating  new  sources  of  revenue  to  balance 
their  budgets. 


•  Advance  approval  of  these  new  or  increased 
revenue  sources  as  estimated  receipts  will  be 
given  by  the  Bureau  of  Accounts  upon 
submission  of  appropriate  documentation  and 
revenue  projections,  so  that  revenues  may  be 
used  in  FY90. 

•  Additional  levy  capacity  may  be  captured 
through  a  concentrated  effort  to  identify  and 
maximize  "new  growth."  The  Bureau  of  Local 
Assessment  will  assist  local  assessors  in  this 
effort. 
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A  regular  supplement  to  CITY  &  Town 

EXCESS  LEVY  CAPACITY 


This  issue  of  CITY  &  Town  FOCUS  provides  an 
update  on  Excess  Levy  Capacity.  Excess  levy 
capacity  represents  the  additional  property  tax 
revenue  that  a  connmunity  is  able,  but  chooses 
not  to  levy  in  a  particular  year.  Local  officials 
should  be  aware  of  excess  levy  capacity  as  an 
indicator  of  potential  budget  flexibility. 

Proposition  2V2  allows  a  community  to  set  its  levy 
at  any  amount  equal  to  or  below  its  levy  limit. 
When  a  community  sets  its  levy  below  its  levy 
limit,  the  difference  between  the  levy  limit  and  the 
levy  is  referred  to  as  excess  levy  capacity.  Excess 
levy  capacity  represents  the  additional  property 
tax  revenue  that  a  community  could  have  raised 
in  a  given  year  under  Proposition  2'/2  without 
going  to  the  votes  foran  override,  debt  exclusion, 
or  capital  outlay  expenditure  exclusion. 

Local  officials  should  be  aware  that  their 
community  can  tax  up  to  its  full  levy  limit  each 
year,  regardless  of  whether  or  not  it  had  excess 
levy  capacity  in  the  previous  year.  In  addition, 
although  the  levy  capacity  remains,  in  that  a 
community  can  levy  up  to  its  new  levy  limit  in  the 
next  year  and  thus  "use  up"  all  of  its  excess  levy 
capacity,  the  actual  dollars  of  excess  levy 
capacity  are  lost  once  the  tax  rate  for  the  year  is 
set. 


FINDINGS 

Excess  levy  capacity  statewide  steadily 
increased  between  FY85  and  FY87,  and 
decreased  between  FY87  and  FY89.  In  FY85, 
statewide  excess  levy  capacity  was  $71.8  million. 
Statewide  excess  levy  capacity  increased  by 
17.7%  from  FY85  to  $84.5  million  in  FY86  and  by 
20.8%  from  FY86  to  $102  million  in  FY87.  FY88 
was  the  first  year  in  which  statewide  excess  levy 
capacity  decreased,  dropping  by  $5.3  million  or 
5.2%,  to  $96.7  million.  Statewide  excess  levy 
dropped  again  in  FY89,  by  a  total  of  $21.9  million, 
or  22.7%,  to  $75  million. 


H|     statewide  Excess  Levy  Capacity, 

FY85  —  FY89 

Fiscal  Year 

Excess  Levy  Capacity 

85 

$  71,770,761 

86 

$  84,461,910 

87 

$  102,002,806 

88 

$  96,719,943 

89 

$  74,778,275 

One  useful  way  to  measure  a  community's  excess 
levy  capacity  is  to  compare  the  amount  of  excess 
capacity  to  the  community's  total  budget.  Again, 
this  measure  shows  excess  capacity  as  a  percent 
of  local  budgets  increasing  between  FY85  and 
FY87,  and  decreasing  in  FY88  and  FY89.  In  FY85, 
statewide  excess  levy  capacity  was  1 .1 1  %  of  total 
municipal  budgets,  rising  to  1.22%  in  FY86  and 
to  1.33%  in  FY87.  Between  FY87  and  FYY88, 
statewide  excess  levy  capacity  as  a  percent  of 
total  municipal  budgets  dropped  to  1.17%.  From 
FY88  to  FY89,  statewide  excess  levy  capacity 
dropped  again,  to  .86%. 


Statewide  Excess  Levy  Capacity 

as  a  Percent  of  Local  Budgets,  FY85  —  FY89 

Fiscal  Year 

Excess  Levy  Capacity 

85 

1.11% 

86 

1.22% 

87 

1.33%  ^ 

88 

1.17% 

89 

.86%  ggj 

The  number  of  communities  having  significant 
amounts  of  excess  levy  capacity  has  decreased 
during  these  years.  In  FY87,  twice  as  many 
communities  —  a  total  of  55  —  had  excess  levy 
capacity  of  over  5%  of  their  budgets,  compared 
to  FY89,  when  only  27  communities  had  this  level 
of  excess  capacity.  The  number  of  communities 
with  excess  capacity  of  between  1.1%  and  5.0% 
of  their  budgets  also  fell  between  FY87  and  FY89, 
from  142  communities  to  92  communities.  The 
number  of  communities  with  the  least  amount  of 
excess  levy  capacity  —  0  to  .1%  of  budgets  — 
almost  doubled  between  FY87  and  FY89,  from  79 
communities  to  143  communities. 

Excess  Levy  Capacity 
as  a  Percent  of  Local  Budgets,  FY87  —  FY89 


Communities  By  Category 


Category 

FY87 

FY88 

FY89 

0-.1% 

79 

108 

143 

.11-1.0% 

75 

99 

73 

1.1-2.0% 

55 

47 

40 

2.1-5.0% 

87 

58 

52 

+5.0% 

55 

39 

27 

A  conclusion  that  can  be  drawn  from  these  data 
is  that  Massachusetts  communities,  on  the 
whole,  are  experiencing  declining  revenue 
flexibility  and  finding  it  necessary  to  levy  closer 
to  their  levy  limits  under  Proposition  2'/2. 
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capacity  as  a  percent  of  local  budgets  statewide, 
FY85-FY89.  Chart  2  shows  the  number  of 
communities  with  excess  levy  capacity  as  a 
percent  of  local  budgets  for  FY87-FY89. 

Table  1  lists,  by  community,  excess  levy  capacity 
for  FY87,  FY88,  and  FY89,  and  FY89  excess  levy 
capacity  as  a  percent  of  total  local  budget.  This 
report  calculates  excess  levy  capacity  using  the 


exclusions)  -  levy  =  excess  levy  capacity. 

This  CITY  &  Town  FOCUS  was  prepared  by 
Leslie  Kirwan  and  Julie  Slavet  of  the  Analysis 
Unit,  and  Roger  Hatch  and  John  Sanguinet  of  the 
Municipal  Data  Bank. 


TREND  IN  EXCESS  LEVY  CAPACITY 
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Chart  1 


As  a  Percent  of  Budget  FY85  -  89 
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ON  DEFINING  TIMELY  PAYMENT 


The  Property  Tax  Bureau  frequently  receives 
complaints  from  taxpayers  who  are  assessed 
interest  charges  for  late  payment  of  tax  bills.  In 
many  instances,  the  disagreement  is  over  the 
question  of  what  is  considered  "late".  Is  it  the 
collector's  date  stamp  that  proves  timely  pay- 
ment or  the  postmark  date?  We  will  address  the 
question  with  reference  to  Massachusetts 
General  Law  and  Department  of  Revenue  policy. 

For  example,  one  taxpayer  mailed  his  real  estate 
tax  payment  on  December  11,1 988.  The  payment 
was  due  on  the  twelfth,  but  not  received  until 
December  15th.  In  the  taxpayer's  view,  he  paid 
on  time  by  virtue  of  the  fact  that  he  mailed 
payment  before  the  due  date.  The  act  of  payment 
was  equated  with  mailing  the  check  and, 
according  to  the  property  owner,  no  interest  was 
owed. 

According  to  Chapter  62C  Section  33A,  the 
postmark  date  is  considered  to  be  the  date  of 
payment  for  certain  state  taxes.  This  provision, 
however,  does  not  apply  to  local  taxes.  The 
relevant  statute.  Chapter  59  Section  57  of  the 
General  Laws,  states  that  interest  must  be 
imposed  on  any  tax  which  "remains  unpaid  either 
after  November  first  ...  or  after  the  thirtieth  day 
after  which  the  bill  or  such  tax  was  mailed  .  .  .  " 
whichever  is  later. 

In  the  opinion  of  the  Department  of  Revenue, 
merely  depositing  a  check  in  the  mail  does  not 
constitute  payment  within  the  meaning  of  the 
statute.  The  check  must  be  duly  received  by  the 


collector  to  constitute  payment.  Our  view  is 
reinforced  by  the  Supreme  Judicial  Court's 
decision  in  Boston  Gas  Company  v.  Board  of 
Assessors  of  Boston  402  Mass.  346  (1988). 

The  City  of  Boston,  in  issuing  a  tax  notice, 
claimed  it  met  the  filing  deadline  by  depositing 
the  notice  in  the  mail.  The  taxpayer,  Boston  Gas 
argued  that  merely  mailing  the  notice  within  the 
deadline  was  insufficient.  The  utility  contended 
that  the  taxpayer  must  actually  receive  the  notice 
within  the  deadline  period. 

After  reviewing  relevant  provisions  of  Chapter  59, 
the  Court  ruled  that  if  the  Legislature  had 
intended  to  make  the  date  of  mailing  the 
controlling  date,  it  would  have  stated  as  much 
explicitly  in  the  law.  In  the  absence  of  such 
language,  a  notice  is  not  given  until  received  by 
the  party  to  be  notified.  Judgment  was  entered 
in  favor  of  Boston  Gas  Company. 

In  our  view,  the  same  legal  principle  applies  also 
to  tax  payments.  Since  the  statute  does  not 
specify  that  the  date  of  mailing  is  controlling,  we 
have  concluded  that  actual  receipt  is  required. 
Our  view  gains  added  support  from  the  Appellate 
Tax  Board  case  of  MacAusland  v.  Board  of 
Assessors  of  Boston,  (1982).  The  Board  ruled 
that  timely  payment  of  a  tax  was  not  accomp- 
lished if  it  was  uncertain  that  a  check  reached  the 
collector  by  the  due  date. 

Hence,  the  collector's  date  stamp  rather  than  the 
postmark  date  is  critical  evidence  of  timely 
payment. 


COMPUTER  CONTRACT  TO  COVER  MUNICIPALITIES 


The  Commonwealths  Office  of  Management 
Information  Systems  announced  recently  that  it 
has  entered  into  a  blanket  contract  with  four 
major  manufacturer's  of  MS-DOS  based  micro- 
computers and  accompanying  local  area  net- 
works (LANs).  Through  this  arrangement,  all 
agencies,  cities,  towns,  and  municipalities  may 
be  provided  with  complete  stand-alone  MS-DOS 
microcomputers  without  having  to  go  out  to  bid 
on  them.  The  blanket  contract  fulfills  the 
requirements  of  the  State  Purchasing  Agent  and 
local  purchasing  officials  are  saved  the  time  and 
expense  of  writing  specifications  and  bidding  on 
several  manufacturers. 

The  four  computer  vendors  selected  for  this 
contract  include  AT&T,  Memorex  Telex  Corpo- 
ration, Tandy  Corporation,  and  Wang  Laborato- 
ries. These  manufactures  are  responsible  for 
providing  all  hardware,  software,  software 
support,  related  equipment,  maintenance  and 
training  to  ail  interested  purchasers.  These 
complete  systems  are  fully  compatible  with 
industry  standards  set  by  IBM  PC  AT. 


Procedures  for  acquiring  these  computer  sys- 
tems have  been  simplified  for  municipal  depart- 
ment heads  and  purchasing  agents.  Department 
heads  submit  their  requests  for  computers  to  the 
city  or  town  purchasing  agent  who  then  contacts 
the  chosen  vendor  directly. 

This  contract  will  be  in  effect  until  February, 
1991.  The  Office  of  Management  Information 
Systems  has  mailed  bulletins  to  purchasing 
officials  in  each  municipality  providing  them  with 
purchase  order  and  vendor  numbers  and  other 
details.  If  you  have  any  questions  or  would  like 
more  information  on  the  blanket  contract  for 
LANs,  microcomputers  and  related  equipment, 
please  contact: 

The  Bureau  for  Systems  Policy  and  Planning 
One  Asburton  Place  —  Rm.  1601 
Boston,  MA  02108 
(617) 973-0720 
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MUNICIPAL  FISCAL 
CALENDAR 

SEPTEMBER  15:  Accountant  —  Complete 
Balance  Sheet  for  prior  fiscal  year.  By  MGL 
Chapter  44,  Section  43,  the  balance  sheet  must 
be  submitted  to  the  DOR  on  or  about  this  time. 
DOR  certifies  free  cash  based  on  its  review  of  the 
balance  sheet.  Submission  of  the  balance  sheet 
is  critical  because  only  after  free  cash  is  certified 
by  DOR  may  it  be  appropriated  by  town  meeting. 

SEPTEMBER  30:  Accountant  —  Submit  Debt 
Report.  In  order  that  the  DOR  may  accurately 
compute  a  municipality's  borrowing  capacity  for 
funded  debt  in  any  given  fiscal  year,  the 
municipality  must  submit  a  record  of  outstanding 
debt.  This  information  is  used  by  DOR  to  monitor 
each  municipality's  debt  capacity  in  relation  to 
statutory  limits. 


DLS  COURSE 
CALENDAR 


SEPTEMBER  11—15:  DOR  Course  101 ;  Assess- 
ment Administration:  Law,  Procedures,  Valuation 
From  8:30  am  -  4:30  pm,  to  be  held  at  the  Campus 
Center,  University  of  Massachusetts  at  Amherst. 

SEPTEMBER  12:  Classification  Training  Work- 
shop From  6:45  pm  -  9:30  pm,  to  be  held  at  the 
Campus  Center,  University  of  Massachusetts  at 
Amherst. 

SEPTEMBER  —  NOVEMBER:  DOR  Course  101; 
Assessment  Administration:  Law,  Procedures, 
Valuation  From  7:00  pm  - 10:00  pm,  one  evening 
weekly  for  ten  weeks,  to  be  held  at  Masconomet 
Regional  High  School,  Boxford. 


SEPTEMBER  30:  Treasu rer  —  Cash  Management 
Achievement  Reports.  These  reports  are  used  to 
monitor  local  cash  and  investment  practices. 
DOR  requests  information  regarding  the  amount 
of  money  invested  annually,  the  rate  of  return 
earned  by  the  town  and  any  compensating 
balances  the  town  may  maintain  in  banks. 

Although  this  is  not  an  absolute  measure  of 
investment  performance,  this  information  can  be 
useful  as  a  measure  of  the  rate  of  return  on 
investments  by  a  municipality.  Of  prime  impor- 
tance, it  allows  the  town  to  review  its  cash 
management  practices  and  investment  policies 
and,  if  desired,  to  make  adjustments  to  bring 
about  increased  returns. 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
Services,  is  published  twelve  times  per  year.  The 
Division  is  responsible  for  oversight  and  assis- 
tance to  cities  and  towns  in  achieving  equitable 
property  taxation  and  efficient  fiscal  manage- 
ment. (617)  727-2300 
Editor:  Elizabeth  Rose  Anderson 
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DOCUMENTS 

COSTING  l\/rBN(€IBAiL  SERVICES 


The  full  costs  involved  in  providing  municipal 
programs  and  services  are  not  often  covered  by 
fees  and  charges.  Sometimes,  this  reflects  a 
conscious  policy  decision.  Most  of  the  time, 
however,  full  costs  are  not  recovered  because  all 
costs  attributable  to  a  service  or  program  have 
not  been  clearly  identified.  During  these 
financially  tight  times,  one  strategy  communities 
may  use  to  increase  revenues  is  to  raise  fees  and 
charges  associated  with  the  services  provided  to 
the  public  in  order  to  recover  the  costs  of 
delivering  them. 

Costing  services  allows  local  officials  to  get  an 
accurate  sense  of  the  total  cost  of  providing  a 
service  or  program.  The  information  gathered 
through  costing  studies  can  be  used  to  set  fees 
and  charges  that  will  fully  recover  the  costs  of 
providing  services.  These  data  are  also  useful  for 
analyzing  the  efficiency  of  municipal  services, 
making  budget  decisions  and  choosing  among 
alternative  methods  of  providing  services,  such 
as  contracting  or  regionalization. 

Another  advantage  associated  with  costing 
services  that  is  often  overlooked  is  that  it  supplies 
important  information  for  use  in  explaining  to 
taxpayers  the  costs  and  benefits  of  providing 
municipal  services.  In  these  days  of  both  limited 
resources  and  increased  scrutiny  of  public 
spending,  local  officials  need  to  do  a  particularly 
good  job  of  "marketing"  city  or  town  services. 

When  costing  a  service,  emphasis  is  on  the 
examination  of  all  resources  used  to  provide  the 
service,  not  necessarily  the  expenditures  made  to 
operate  a  particular  municipal  department.  All 
costs,  direct  and  indirect  are  considered.  Direct 
costs,  including  personnel  costs,  equipment 
supplies,  facility  costs  and  miscellaneous  costs 
such  as  training,  are  clearly  identifiable  and 
readily  attributable  to  the  service  being  costed. 
Indirect  costs  are  not  so  readily  attributable  to  a 
service  or  department  because  they  are  shared 
with  other  services  or  departments.  These 
indirect  costs  are  the  centrally-budgeted 


expenses  of  operating  a  municipal  government. 
They  include,  but  are  not  limited  to,  retirement, 
utilities,  insurance  and  debt  service.  Other 
indirect  costs,  such  as  the  services  of  the  board 
of  selectmen,  town  manager,  town  accountant, 
legal  department,  treasurer/collector  and 
assessors  are  shared  by  all  municipal 
departments. 

It  is  important  that  reasonable  guidelines  for 
defining  a  cost  as  direct  or  indirect  are 
established.  There  is  no  single  correct  way  to 
categorize  a  cost.  It  is  up  to  local  officials  to 
decide  how  to  classify  costs,  however,  every  cost 
must  be  counted,  and  counted  only  once.  In 
addition,  costing  is  an  ongoing  function  and 
services  that  fully  recover  all  costs  in  one  year 
may  not  be  recovering  full  costs  in  subsequent 
years  unless  annual  adjustments  are  made  for 
increases  in  the  costs  of  providing  services. 

During  this  time  of  declining  revenues  and 
increasing  costs,  it  is  necessary  for  many  cities 
and  towns  to  explore  alternative  methods  of 
developing  self-sufficient  programs  and  services 
that  do  not  require  subsidies  from  the  general 
fund.  A  costing  study  is  one  step  a  municipality 
can  take  toward  determining  the  feasibility  of 
increasing  user  fees.  If  properly  utilized,  costing 
can  prove  to  be  an  effective  tool  for  municipal 
officials. 

Further  information  on  costing  is  available  in  the 
Department  of  Revenue,  Division  of  Local 
Services  publication,  Costing  Municipal 
Services.  The  Division's  Technical  Assistance 
Section  can  work  with  your  community  in 
identifying  total  service  costs.  In  addition,  we  are 
currently  planning  a  program  to  assist  local  offi- 
cials in  the  use  of  Municipal  Data  Bank 
Information  in  marketing  their  municipal 
services.  For  more  information,  contact  A.  Louis 
Hayward,  Chief,  Municipal  Data  Management 
and  Technical  Assistance  Bureau  at  (617)  727- 
2300. 


ON  THE  HILL 


Although  the  intensive  budget  debates  prior  to  its 
summer  recess  absorbed  much  of  its  attention 
and  time,  the  Legislature,  nevertheless,  enacted 
several  new  laws  which  relate  to  municipal 
government.  Three  of  them  touch  specifically  on 
school  associated  matters.  A  fourth  involves  a 
change  in  property  tax  billing  information. 

Unlike  laws  relating  to  home  mortgage 
borrowing  where  the  contract  generally  provides 
for  equal  monthly  payments  over  the  term  of  the 
loan,  those  regulating  municipal  borrowing 
require  principal  payments  in  any  year  to  be  no 
less  than  the  amount  of  principal  payable  in  any 
subsequent  year.  As  a  result,  municipalities  pay 
high  initial  payments  to  discharge  borrowing 
costs.  Over  time,  interest  charges  decrease 
substantially  as  the  principal  is  paid  down, 
resulting  in  lower  payments  later  on. 

Because  municipal  borrowing  laws  may  make  the 
high  payments  of  early  years  burdensome  to 
cities  and  towns  with  limited  financial  resources. 
Chapter  224  changes  the  rules  for  borrowing  for 
school  projects.  It  permits  cities,  towns  and 
regional  school  districts  to  structure  the 
repayment  for  a  school  construction  borrowing 
so  that  the  payments  may  be  as  nearly  equal  as 
practicable. 

Since  structuring  a  loan  under  the  provisions  of 
Chapter  224  would  generally  increase  total 
project  costs,  the  statute  limits  the  amount  of 
school  building  assistance  reimbursement  to 
which  a  city  or  town  is  entitled.  The  statute 
requires  that  this  reimbursement  amount  be 
computed  as  though  financing  were  structured 
under  the  traditional  rule.  Therefore,  a 
municipality's  decision  to  level  fund  its  debt  for 
school  construction  will  not  impose  an  additional 
cost  upon  the  state. 

While  Chapter  224  limits  the  amount  of  school 
building  assistance  reimbursement,  Section 95 of 
Chapter  240  also  dealing  with  school  building 
assistance,  extends  a  hold  harmless  protection  to 
cities  and  towns.  Under  this  section,  an  outside 
section  of  the  state  budget,  if  a  municipality  with 
existing  school  debt  chooses  either  to  "advance 
refund"  or  to  "refinance"  a  school  construction 
indebtedness,  the  municipality  will  still  be 
guaranteed  the  same  school  building  assistance 
to  which  it  had  been  originally  entitled. 

Chapter  232  modifies  the  School  Building 
Assistance  Act  by  eliminating  the  former 


requirement  that  a  municipality  obtain  project 
approval  before  construction  of  a  project  begins. 
It  remains  necessary,  however,  that  the 
municipality  make  application  to  the  School 
Building  Assistance  Bureau  prior  to 
construction.  If  construction  commences  before 
approval  of  the  application,  the  approval  process 
is  unaffected;  upon  approval,  reimbursement 
payments  begin  in  following  fiscal  year. 

This  new  statute  permits  a  Cherry  Sheet 
assessment  against  a  municipality  which  sells, 
leases  or  fails  to  use  a  school  building  assisted 
project  for  school  purposes.  However,  the 
Commissioner  of  Education  is  empowered  to 
waive  such  an  assessment  upon  an  adequate 
showing  that  the  municipality  plans  to  use  the 
project  as  a  school  in  the  future. 

Chapter  308  was  proposed  by  the  Department  of 
Revenue  as  part  of  its  1989  legislative  package 
and  was  signed  into  law  in  late  July.  Its  purpose 
is  to  simplify  the  information  on  valuation  which 
is  included  on  property  tax  bills. 

As  a  result  of  this  legislation,  the  former 
requirement  that  the  total  value  of  every  parcel 
of  real  estate  be  allocated  between  land  and 
buildings  on  the  bill  has  been  eliminated  and  only 
the  total  valuation  of  parcels  need  be  stated  on 
tax  bills. 

This  legislation  was  proposed  for  two  reasons. 
First,  appraisal  methods  used  by  assessors  arrive 
at  a  final  value  for  property  as  a  whole.  Therefore, 
in  order  to  comply  with  the  former  legislative 
requirements,  assessors  had  to  go  through  the 
additional  step  of  separating  this  final  value  into 
land  and  building  components.  Often  this  has 
been  an  artificial  allocation  because  in  the  real 
estate  market,  a  property  is  bought  and  sold  as 
a  unit.  Specific  dollar  amounts  of  the  sale  price 
are  not  attributed  to  land  and  buildings. 

Second,  our  experience  has  indicated  that  a 
separation  of  land  and  building  amounts  has  led 
to  confusions  and  misunderstandings  among 
taxpayers  about  the  real  estate  market.  The 
separation  is  unnecessary  since  a  taxpayer  can 
only  seek  an  abatement  on  the  grounds  of 
overvaluation  if  the  actual  value  of  the  property 
as  a  taxable  unit  exceeds  its  fair  market  value,  and 
not  on  grounds  that  the  allocation  between  land 
and  buildings  was  in  error. 
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Focus 


on 


Municipal 
Finance 


REVENUE  COMPONENTS 


This  issue  of  CITY  &  Town  FOCUS  examines  the 
four  main  revenue  components  of  municipal 
budgets  and  how  they  have  changed  since  the 
implementation  of  Proposition  2V2  nearly  a 
decade  ago.  In  Massachusetts,  municipal 
revenue  sources  can  be  divided  into  four  major 
categories:  1)  the  property  tax  2)  state  aid 
3)  local  receipts  and  4)  other  revenue  sources. 

The  property  tax  levy  is  the  amount  of  money  a 
community  raises  through  real  and  personal 
property  taxes.  The  passage  of  Proposition  2V2 
limited  the  ability  of  cities  and  towns  to  levy  taxes 
on  real  and  personal  property.  The  maximum 
amount  a  municipality  can  raise  through  the 
property  tax  can  be  no  greater  than  2.5%  of  the 
total  full  and  fair  cash  value  of  real  and  personal 
property.  Annual  increases  are  restricted  to  no 
more  than  2.5%  over  the  prior  year's  levy  limit 
plus  new  growth. 

State  or  Local  Aid  is  made  up  of  state  revenues 
distributed  to  local  government  through  a  wide 
array  of  programs.  Most  state  aid  money  is 
distributed  via  the  annual  Cherry  Sheet,  the 
notification  by  the  Division  of  Local  Services  of 
the  amounts  each  community  will  receive  from 
the  Commonwealth  during  the  fiscal  year. 

The  two  basic  forms  that  Cherry  Sheet  aid  takes 
are  "distributions"  and  "reimbursements." 
Distributions  are  those  aid  programs  through 
which  funds  are  given  to  each  city  and  town 
according  to  varying  formulas.  Reimbursements 
are  amounts  paid  to  compensate  communities 
for  all  or  part  of  the  costs  incurred  for  certain 
activities  or  services  provided. 

Local  Receipts  make  up  the  third  major  revenue 
source  available  to  communities.  These  locally- 
generated  funds  come  from  many  sources, 
including  the  motor  vehicle  excise  tax;  fines, 
licenses  and  permits;  charges  for  services  such 
as  water,  sewer  and  refuse  collection; 
departmental  revenues;  investment  income  and 
so  on.  The  two  categories  of  local  receipts  are  1 ) 
those  paid  into  a  community's  general  fund  and 
2)  those  reserved  for  specific  departmental  use. 
Excise  receipts,  licenses  and  permits,  fees,  fines 
and  rentals  are  examples  of  general  estimated 
receipts.  Because  these  funds  may  be  spent  for 
any  purpose,  they  can  reduce  the  amount  to  be 
raised  through  the  tax  levy.  Fees  for  services  by 
specific  city  or  town  departments  may  also  be 
paid  into  the  general  fund. 


Examples  of  departmental  specific  funds  are  off- 
set receipts  and  enterprise  funds.  They  are  ded- 
icated to  the  departments  that  generate  them  and 
are  reserved  for  the  sole  use  of  those  departments. 

"All  Ottier"  Available  Funds  include,  for  example, 
the  unrestricted  fund  balance  (free  cash),  other 
reserves  and  gifts  and  bequests.  Free  cash  is  the 
amount  of  funds  unrestricted  and  available  for 
appropriation.  As  required  by  law,  the  Director  of 
the  Bureau  of  Accounts  certifies  the  amount  of 
available  free  cash  as  of  July  1  for  each 
community,  based  on  the  balance  sheet  for  the 
previous  fiscal  year  ending  June  30. 

Stabilization  funds,  trust  funds  and  overlay 
surplus  voted  to  support  the  budget  are  also 
examples  of  "other  available  funds".  A  com- 
munity establishes  a  stabilization  fund  to  begin 
saving  for  large  capital  items  that  would  cost 
more  than  the  town  would  want  to  appropriate 
from  one  fiscal  year.  Trust  funds  are  donated  to 
a  community  by  a  benefactor  to  provide  for  a 
service  or  some  other  type  of  contribution. 

FINDINGS 

Traditionally,  the  property  tax  levy  has  been  the 
principal  source  of  revenue  for  most  cities  and 
towns  in  Massachusetts.  Before  the 
implementation  of  Proposition  2V2,  which  went 
into  effect  in  FY82,  almost  60%  of  municipal 
revenue  statewide  was  raised  through  the  levy. 
Today  it  accounts  for  less  than  half  of  municipal 
revenue.  Statewide,  between  FY81  and  FY89,  the 
property  tax  levy  as  a  percentage  of  total 
revenues  decreased  by  21.2%,  from  58.9%  to 
46.4%  of  total  budgets.  In  current  dollars,  the  levy 
increased  from  $3,346,827,403  to  $4,117,889,566 
over  this  period.  There  is  significant  variation 
among  communities  in  the  proportion  of 
spending  supported  by  the  tax  levy;  in  FY89,  the 
levy  as  a  percent  of  total  revenues  ranged  from 
a  low  of  23.3%  to  a  high  of  78.5%. 

At  the  outset  of  Proposition  2V2,  direct  Cherry 
Sheet  state  aid  in  Massachusetts  cities  and  towns 
accounted  for  about  one-fifth  of  total  municipal 
revenues.  In  contrast,  it  represents  almost  one- 
third  of  total  revenues  today.  State  aid  as  a 
revenue  component  grew  from  20.1%  of  total 
revenues  in  FY81  to  29.8%  in  FY89.  In  FY81,  local 
aid  made  up  $1 ,143,488,288  of  the  total  revenues 
—  by  FY89,  it  accounted  for  $2,688,949,677  of  the 
total.  The  state  aid  increase  was  intended  to 
compensate  communities  for  part  of  their  loss  in  3 


federal  revenue  sharing  as  well  as  for  losses 
attributable  to  Proposition  272.  State  aid  as  a 
percentage  of  FY89  revenues  ranges  from  a  low 
of  1 .6%  in  one  town  to  61 .9%  in  one  city. 

Local  receipts  also  increased  during  this  period. 
In  FY81,  local  receipts  made  up  13.8%  of  total 
revenues;  by  FY89  it  represented  17.5%  of  total 
revenues.  In  dollars,  local  receipts  increased  over 
this  period  from  $785,456,205  to  $1,547,600,153. 
One  reason  forthis  increase  is  that  municipalities 
responded  to  Proposition  272  in  part  by  imple- 
menting new  or  increased  fees  for  services  that 
had  previously  been  supported  through  taxes. 
Local  receipts  as  a  percent  of  budgets  ranged  in 
FY89  from  a  low  of  3.6%  to  a  high  of  51 .4%. 

The  "All  Other"  category  decreased  by  .8%  as  a 
percentage  of  total  revenue  over  this  period.  In 
FY81,  the  "All  Other"  component  made  up  7.1% 
or  $405,840,027  of  total  revenue  while  in  FY89,  it 
made  up  6.3%  or  $556,127,862  of  the  total.  The 
elimination  of  federal  revenue  sharing  is  reflected 
in  this  finding,  which  may  also  indicate  in  some 
communities  a  gradual  drawing-down  of  re- 


serves over  the  years  to  balance  spending  in  the 
wake  of  other  revenue  limitations.  As  a  percent 
of  FY89  revenues,  "All  Other"  ranged  from  a  low 
of  one-tenth  of  one  percent  to  a  high  of  31 .9%. 

The  first  chart  illustrates  the  trend  in  revenues  by 
source  statewide  from  FY81  to  FY89.  The  second 
chart  shows  FY89  revenues  by  source  for  all  cities 
and  towns. 

The  printout  provides  detail  on  revenue 
components  of  budgets  for  each  city  and  town 
for  the  most  recent  year  available  (FY89  for  341 
communities,  FY88  for  10  communities).  The 
dollar  amount  of  total  revenues  for  the 
appropriate  fiscal  year  is  shown,  along  with  the 
percentage  of  the  total  represented  by  each  of  the 
four  major  components. 

This  FOCUS  was  prepared  by  Roger  Hatch  of  the 
Municipal  Data  Bank,  Leslie  Kirwan  of  the 
Analysis  Unit,  and  Elizabeth  Anderson.  For  more 
information,  contact  the  Municipal  Data  Bank  at 
(617)  727-2300. 
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Taking  into  Account 


ON  ADOPTING  AN  ENTERPRISE  FUND 


Is  your  community  one  of  the  many  in 
Massachusetts  that  has  costs  associated  with 
waterways  and  marine  recreation?  You  might 
consider  adopting  an  enterprise  fund  for  that 
purpose. 

Enterprise  funds  are  separate  accounts  which  are 
established  by  a  community  to  maintain  the 
financial  activities  of  a  specific  operation,  usually 
a  utility,  health  care,  recreational  or  transpor- 
tation facility.  Revenues  generated  by  this  facil- 
ity, in  this  case,  fees  for  public  access  to  docking 
and  launching,  fishing  facilities,  services  of 
harbormasters,  moorings,  transient  dockage, 
dredging,  and  so  on,  are  deposited  into  a  sep- 
arate account.  Any  surplus  generated  by  the 
enterprise  fund  is  put  back  into  the  operation  of 
the  facility. 

A  municipal  accountant  making  a  routine  phone 
call  to  Denise  Fitzpatrick,  her  Bureau  of  Accounts 
representative,  indirectly  prompted  a  joint 
project  between  the  Bureau  and  the  Office  of 
Coastal  Zone  Management.  The  accountant 
wanted  to  know  if  her  Essex  County  community 
could  establish  an  enterprise  fund  to  recover  the 
cost  of  marine  facilities. 

Denise  performed  the  necessary  research, 
discussed  the  issue  with  the  Division  of  Local 
Services'  legal  staff,  and  got  back  to  the 
municipal  accountant  with  the  answer.  The 
matter  was  taken  a  step  further  when  Denise 
discussed  it  with  Bureau  of  Accounts  Director 
Mariellen  Murphy.  Dozens  of  communities  in 


Massachusetts  with  coastlines,  riverways  and 
beaches  could  benefit  from  the  information 
gathered  in  this  instance.  In  order  for  them  to 
become  informed,  however,  they  had  to  be 
identified. 

A  meeting  was  held  with  the  Office  of  Coastal 
Zone  Management,  a  state  agency  that  works 
with  communities  in  the  area  of  marine  recreation 
and  conservation.  This  collaboration  resulted  in 
the  identification  of  the  appropriate  communi- 
ties. The  local  officials  involved  may  now  obtain 
the  necessary  information  from  their  BOA 
representatives. 

According  to  the  BOA  Director,  enterprise  funds 
allow  a  community  to  recover  the  costs  asso- 
ciated with  a  service  from  those  citizens  who 
receive  the  benefits.  Enterprise  funds  can  be  an 
effective  financial  management  tool  for  coastal 
communities  and  cities  and  towns  with  riverways 
and  beaches.  The  establishment  of  an  enterprise 
fund  allows  communities  to  separately  account 
for  the  revenues  and  expenses  of  providing  a 
particular  service.  An  enterprise  fund  provides 
improved  management  information  for  mea- 
suring the  performance  of  providing  a  service 
and  analyzing  the  impact  of  increasing  user 
charges. 

If  you'd  like  more  information  on  how  an 
enterprise  fund  can  benefit  your  city  or  town,  call 
your  Bureau  of  Accounts  representative  at  (617) 
727-2300  in  Boston,  (508)  792-3571  in  Worcester, 
and  (413)  737-1040  in  Springfield. 


MIDDLEFIELD  DEFENDS  ITS  TITLE! 


The  town  of  Middlefield  is  making  CITY  &  Town 
headlines  once  again!  Last  June,  as  readers  may 
recall,  we  featured  Middlefield  on  page  one 
because  it  was  the  first  Massachusetts  town  to 
submit  a  request  for  FY90  certification,  an 
accomplishment  made  even  more  noteworthy 
because  Middlefield  was  one  of  the  earliest  users 
of  the  Department  of  Revenue's  CAMA  system. 

This  time,  the  town  leads  the  state  as  the  first 
community  to  set  its  FY90  tax  rate.  Two  factors 
that  make  this  success  exceptional  are  1) 
Middlefield  was  able  to  accomplish  this  feat 


during  a  recertification  year  and  2)  this  is  the 
second  year  in  a  row  that  the  town  has  achieved 
this  feat.  In  addition,  Middlefield  will  soon  print 
and  mail  its  FY90  tax  bills  using  CAMA's  tax 
administration  system. 

The  Division  of  Local  Services  again  commends 
the  local  officials  of  Middlefield  for  their 
professionalism  and  dedication  to  effective  tax 
administration  and  congratulates  them  on  a  job 
well  done! 


RECENT  TECHNICAL  ASSISTANCE  PROJECTS 


At  the  request  of  the  Spencer  Board  of 
Selectmen,  the  Division's  Technical  Assistance 
Unit  prepared  a  five-year  Revenue  and 
Expenditure  Forecast.  This  report  reviewed  the 
town's  current  financial  condition  and  compared 
the  cost  of  maintaining  the  current  level  of 
services  for  the  period  FY90  —  FY94  to  projected 
revenues.  The  difference  between  projected 
annual  revenues  and  expenditures  is  classified  as 
fundsavailablefordiscretionary  purposes.  These 
funds  are  an  estimate  of  the  town's  ability,  using 
current  sources  of  revenue,  to  expand  existing 
services,  initiate  new  services,  provide  for  salary 
increases,  or  finance  capital  expenditures.  The 
Board's  request  was  prompted  by  its  desire  to 


estimate  the  availability  of  funds  to  support  an 
on-going  capital  improvements  program. 

At  the  request  of  the  Barre  Board  of  Selectmen, 
the  Division's  Technical  Assistance  Unit 
prepared  a  three  year  forecast  of  the  town's 
revenues  and  expenditures  for  the  period  FY90 
through  FY93.  In  addition.  Technical  Assistance 
staff  prepared  an  analysis  of  the  full  cost  of 
operating  the  town's  sewer  system.  This  analysis 
was  done  to  assist  the  town  in  establishing  a 
sewer  enterprise  fund  and  determining  total 
costs  that  could  be  recaptured  through  the  sewer 
rate  base. 


MUNICIPAL  FISCAL  CALENDAR 


OCTOBER  1:  Taxpayer  —  Last  date  to  file 
applications  to  have  land  valued  and  taxed  as 
agricultural/horticultural  land  or  recreational 
land  for  the  next  fiscal  year.  Revaluation  years  are 
exceptions.  See  MGLchapter61A,  sectionsSand 
6,  respectively. 

OCTOBER  1:  Taxpayer  —  Last  date  to  file 
abatement  applications.  By  MGL  Chapter  59, 
section  59,  applications  for  abatement  are  due  for 
tax  bills  mailed  by  September  1,  or  thirty  days 
after  mailing  if  tax  bills  are  late. 

OCTOBER  31:  Selectmen  —  Begin  establishing 
next  fiscal  year's  budget  guidelines  and 
requesting  department  budgets. 


NOTE:  Normally  the  completed  Schedule  A  is 
due  to  be  submitted  to  the  Bureau  of  Accounts 
by  October  31.  As  previously  reported  in  CITY  & 
Town,  the  DOR  will  change  this  due  date  for 
FY90.  The  deadline  has  been  extended  to 
December  1,  1989  insofar  as  local  officials  are 
engaged  in  matters  relating  to  adjusting  their 
FY90  budgets. 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
Services,  is  published  twelve  times  per  year.  The 
Division  is  responsible  for  oversight  and  assis- 
tance to  cities  and  towns  in  achieving  equitable 
property  taxation  and  efficient  fiscal  manage- 
ment. (617)  727-2300 
Editor:  Elizabeth  Rose  Anderson 
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AMENDED  LAW  SIMPLIFIES 
PROPERTY  TAX  BILLS 


The  law  regulating  the  information  appearing  on 
property  tax  bills,  M.G.L.  Chapter  60,  section  3A, 
was  amended  last  August.  Chapter  308  of  the 
Acts  of  1989,  a  change  sponsored  by  the  Division 
of  Local  Services,  will  provide  for  clearer,  more 
accurate  property  tax  bill  information  as  well  as 
for  improved  efficiency  in  the  assessment 
process. 

Prior  to  the  passage  of  this  amendment,  the 
assessed  full  and  fair  cash  valuation  of  each 
parcel  had  to  be  separated  into  a  value  for  land 
and  a  value  for  buildings  on  the  tax  bill.  Full  and 
fair  cash  value,  the  legal  standard  for  property 
assessment  in  Massachusetts,  is  the  amount  a 
willing  buyer  would  pay  a  willing  seller  for  a 
property  on  the  open  market.  Improved  proper- 
ties (those  with  buildings)  are  bought  and  sold 
as  a  unit.  Buyers  and  sellers  do  not  divide  sales 
prices  into  land  and  building  components.  The 
new  legislation  eliminates  this  separation  on  the 
property  tax  bill  and  requires  that  the  total 
valuation  be  listed  for  each  parcel. 

In  addition  to  simplifying  the  tax  bill  for  the 
taxpayer,  the  amendment  spares  local  officials 
the  extra  cost  and  effort  involved  in  separating 


the  final  value  into  land  and  building  compo- 
nents. Under  the  new  law,  the  tax  bill  need  only 
show  the  total  assessed  valuation  of  the  parcel, 
including  a  description  of  the  land,  buildings,  and 
other  improvements  that  comprise  the  parcel.  If 
the  property  is  a  multiple  class  property,  the 
allocation  of  that  total  assessed  valuation  by 
usage  classification  must  also  be  demonstrated. 

Although  they  are  not  required  to  do  so, 
communities  may  implement  this  change  in  the 
law  in  FY90  tax  bills.  If  you  would  like  to 
implement  this  change  in  your  community,  but 
have  already  ordered  or  printed  the  tax  bill  forms, 
leave  the  land  and  building  value  sections  of  the 
bill  blank  and  include  an  explanation  to  the 
taxpayer  that  as  a  result  of  a  recent  change  in  the 
law,  the  tax  bill  will  no  longer  state  separate  land 
and  building  values.  You  may  also  redesign  your 
community's  tax  bills  to  reflect  this  change. 
Communities  opting  to  redesign  their  bills  should 
submit  a  proposed  format  to  the  Property  Tax 
Bureau  for  review. 


THE  LATEST  IN  TECHNICAL  ASSISTANCE 


The  Division  prepared  a  financial  analysis  for  the 
City  of  Brockton  to  determine  the  extent  of  the 
City's  projected  shortfall  for  FY89  and  a  projec- 
tion of  revenues  and  expenditures  for  FY90-FY92. 
The  FY89analysis  included  an  examination  of  the 
City's  budget  as  adopted  by  the  City  Council,  the 
identification  of  additional  costs  not  reflected  in 
the  budget,  and  a  projection  of  revenues 
available  to  support  all  FY89  costs.  The  FY90- 
FY92  revenue  and  expenditure  forecast  involved 
projecting  the  costs  of  maintaining  the  FY89  level 
of  services  in  each  year  of  the  forecast.  In 
addition,  the  report  identified  steps  the  City  can 
take  to  enhance  revenues,  and  made  recommen- 


dations for  changes  in  certain  financial  manage- 
ment practices. 

The  Mayor  of  the  City  of  Westf  ield  requested  that 
the  Division  of  Local  Services  prepare  a  five-year 
Revenue  and  Expenditure  Forecast.  This  report 
reviewed  the  town's  current  financial  condition 
and  compared  the  cost  of  maintaining  the  current 
level  of  services  for  the  period  FY90-FY94  to 
projected  revenues.  The  impetus  for  the  Mayor's 
request  was  to  determine  the  availability  of  funds 
to  support  the  City's  capital  improvements 
program. 


Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Deputy  Commissionef 


Division  of  Local  Services 


CITY  &  TOWN,  November  1989 


A  STATUTORY  LIMIT  ON  SPENDING 


The  necessity  for  communities  to  reduce  their 
budgets  has  prompted  numerous  inquiries  to  the 
Property  Tax  Bureau  regarding  municipal 
expenditures  and  the  limitations  therein.  It  is  a 
fundamental  principle  of  municipal  finance  law  in 
the  Commonwealth  that  expenditures  cannot 
exceed  appropriations  pursuant  to  Chapter  44 
Section  31  of  the  General  Laws.  This  statute, 
however,  does  provide  a  limited  exception  in  a 
situation  "which  poses  an  immediate  threat  to  the 
health  or  safety  of  persons  or  property."  Public 
officials  who  violate  this  statutory  provision  risk 
incurring  statutory  sanctions.  Creditors  who  are 
not  careful  risk  nonpayment  for  goods  delivered 
or  services  rendered.  The  courts  strictly  interpret 
this  statute  as  can  be  seen  in  the  decision  of 
Marlborough  v.  Cybulski,  Ohnemus  &  Asso- 
ciates, Inc.,  370  Mass.  157  (1976). 

In  1971  the  City  of  Marlborough  appropriated 
$5,000  for  hiring  an  architect  to  provide  plans  to 
renovate  a  public  building.  No  further  appropri- 
ations were  made  for  this  project.  Under  the 
terms  of  the  contract  the  architect  was  to  receive 
an  initial  payment  of  $4,000  from  the  city  and 
payments  thereafter  for  specified  services  at  the 
rate  of  $25  per  hour.  The  contract  also  contained 
an  arbitration  clause.  The  architect  then  began 
work  and  submitted  bills  in  excess  of  $5,000.  The 
total  amount  paid  by  the  city,  however,  was  only 


the  $5,000  which  was  appropriated.  The  payment 
dispute  was  then  submitted  to  arbitration  in 
accordance  with  the  contract's  arbitration 
clause.  The  arbitrators  awarded  $17,800  to  be 
paid  by  the  city  to  the  architect.  The  city  still 
refused  to  pay  and  the  architect  brought  a  lawsuit 
which  was  ultimately  decided  by  the  Supreme 
Judicial  Court. 

The  issue  before  the  Court  was  whether  the  city 
could  be  held  liable  on  its  contract  with  the 
architect  for  an  arbitration  award  which  was  in 
excess  of  the  appropriation  for  such  services. 
The  Court  held  the  city  was  not  liable.  In  the 
court's  view,  the  vendor  is  bound  to  know  the 
limitations  of  G.L.  Ch.  44  s31  as  to  the  amount 
and  the  authority  of  the  municipality  to  enter  into 
contracts.  The  statute  sets  rigid  barriers  against 
expenditures  in  excess  of  appropriations  and 
neither  the  arbitration  clause  nor  the  arbitrators' 
award  could  produce  a  different  result.  "To  hold 
otherwise  would  substantially  restrict,  and  would 
invite  circumvention  of,  a  statute  which  we 
heretofore  have  applied  with  utmost  rigidity  and 
few  exceptions."  Communities  then  as  a  general 
rule  cannot  pay  forgoods  orservices  unlessthere 
is  an  appropriation. 


MUNICIPAL  FISCAL  CALENDAR 


NOVEMBER  1:  Taxpayer  —  Deadline  for  pay- 
ment of  first  half  tax  bill.  According  to  MGL  59, 
section  57,  this  is  the  deadline  for  payment  of  first 
half  tax  bills  without  interest,  unless  bills  were 
mailed  after  October  1,  in  which  case  payment  is 
due  30  days  after  such  mailing. 

NOVEMBER  15:  Treasurer  —  First-quarter 
reconciliation  of  cash  (due  45  days  after  end  of 
quarter).  A  reconciliation  is  the  process  of 
comparing  the  Treasurer's  accounts  to  the 
Accountant's  accounts  to  determine  whether  or 
not  they  are  consistent  and  to  make  corrections 
if  necessary.  When  a  reconciliation  is  completed, 
the  Accountant  should  indicate  the  appropriate 
report  acceptance  or  rejection  on  the  report.  If 
there  appears  to  be  a  consistent  pattern  of 
disagreement  between  the  Accountant's  and 
Treasurer's  figures  (i.e.,  non-reconciliations), 
DOR'S  Bureau  of  Accounts  will  follow  up  on  the 
matter  and  assist  in  the  resolution. 


Reconciliations  are  required  at  least  every 
quarter.  The  town  may  prefer  to  make  monthly 
reconciliations  since,  if  the  town  waits  too  long, 
the  task  may  become  very  difficult.  The  town  may 
also  find  these  reports  helpful  in  monitoring  cash 
practices  of  the  financial  offices.  If  the  Accoun- 
tant and  Treasurer  are  not  consistently  reconcil- 
ing accounts,  the  Selectmen  should  inquire  as  to 
the  reasons. 


CITY  &  TOWN,  November  1989 


Division  of  Local  Services 


(Focus  -"Sr^  ] 


MUNICIPAL  SPENDING  TRENDS 
OF  FISCAL  YEAR  1988 


Last  year  at  this  time,  we  featured  "Municipal 
Spending"  as  our  CITY  &  Town  FOCUS  topic. 
Because  it  turned  out  to  be  one  of  our  more 
popular  FOCUS  features,  we  have  decided  to  run 
it  again  using  information  collected  from  the 
FY88  Schedule  A's.  The  Schedule  A  provides 
extensive  detail  on  the  actual  revenues  and 
expenditures  that  each  city  and  town  in  Massa- 
chusetts realizes  during  the  fiscal  year.  With  all 
FY88  Schedule  A's  present  and  accounted  for,  we 
will  examine  the  spending  patterns  across  all  351 
communities  for  fiscal  year  1988. 

The  comparisons  of  communities'  expenditures 
here  focus  on  the  general  fund,  which  represents 
the  lion's  share  of  all  municipal  expenditures. 
Excluded  from  this  measure  are  enterprise  funds, 
special  revenue  funds,  capital  projects,  trust  and 
special  assessment  funds.  Some  communities 
draw  directly  from  the  general  fund  for  major 
one-time  capital  outlays  and  construction 
projects,  so  we  have  also  omitted  these  from  our 
analysis. 

The  Schedule  A  records  expenditures  in  more 
than  one  hundred  departmental  categories.  For 
the  purposes  of  this  article,  they  have  been 


categorized  into  the  following  major  functions: 
general  government,  police,  fire,  other  public 
safety,  education,  highways,  other  public  works, 
health  and  welfare,  culture  and  recreation,  debt 
service,  fixed  costs  (e.g.  insurance),  and  "other". 
"Other"  includes  miscellaneous  as  well  as  non- 
school  intergovernmental  expenditures. 

FINDINGS 

The  net  statewide  total  of  all  city  and  town 
general  fund  expenditures  for  FY88  is  $7,366 
billion,  a  $612  million  or  9.1%  increase  over  the 
net  total  in  FY87.  Of  this  total,  $4.73  billion  was 
spent  on  personal  services,  $886,834,194  was 
spent  on  supplies  and  expenses,  $794,559, 185  on 
the  purchase  of  services,  $502,567,497  went 
toward  intergovernmental  expenditures,  and 
$21 ,122,167  went  toward  other  expenses. 

FY88  spending  breaks  down  as  percentages  of 
the  total  general  fund  into  the  following  func- 
tional categories:  Education  —  41.1%,  Public 
Safety  —  15.2%,  Fixed  Costs  —  11.3%,  Public 
Works  —  10.1%,  Debt  —  5.9%,  General  Govern- 
ment —  5.6%,  Health/Welfare  —  4.2%,  Other  — 
4.1%and  Culture/Recreation  2.5%.  The  statewide 


Table  1 

CEMEBAL  FUND  EXPENDITURES  BY  FUNCTtOM  FTS8 
CAPITAL  OUIUT  AND  CONSTRUCTION  EXCLUDED 

POPULATION 
CPOUP 

POPULATION 

CEUERAL 
COVERHHEMT 

POLICE 

FIRE 

OTHER 
SAFETY 

EDUCATION 

PUB  WORKS 
HIGHWAr 

OTHER  PUBLIC 
UOSCS 

HEALTH  & 
WELFARE 

CULTURE  I 
RECREAT ION 

DEBT 
SERVICE 

FIXED  COSTS 

OTHER 

TOTAL 

50,000  PLUS 

20 

2,119,930 

168,197,780  252,852.472  229,729,533 

79,526,425 

1,040,418,041 

96.393,573 

147,306,03a  226,277,384 

89.319.608  189,043,458  U  5, 895, 066 

54.508,667  3,119,268,046 

20,000-49,999 

58 

1,795,17D  112,689,615 

45,891,792  140,722.591 

23.010,987 

937,200,477 

96,706,307  156,017,867 

52,305,918 

52,a7,708  125,531.417  ZS1,665,526 

86.200,787  2,160.178,988 

10,000-19,999 

77 

1,121,080 

71.477,085 

80,551,935 

59,858,567 

13,886,774 

643.332,874 

65,459,309 

82,646,340 

16.004,513 

27,885,173 

73,062.411 

98,263,082 

39,216,586  1.269,644.652 

5,000-9,999 

n 

528,730 

39.260,086 

39,537,634 

17,743,643 

9,428,100 

274.412,033 

33,721,521 

30,555,389 

8,385,698 

11,546,506 

29,437,284 

38.281,497 

13.566.729 

545,676,117 

2,000-4,999 

57 

198,150 

14,758,991 

13.771.768 

4,552,144 

3,932,070 

100,539,657 

15,U0,954 

12,426,939 

3,554,396 

4,135,431 

13,117,624 

13.811,379 

7,968,875 

207,810,228 

50-1,999 

67 

68.860 

5,510,892 

1,855,685 

855,469 

862,407 

32,490,639 

8,945,924 

3,075,375 

589,137 

964.133 

2.047.564 

3,858,011 

3,234,665 

64,267,901 

STATE  TOIAL 

351 

S,a31,920 

411,894,449  554,461,286  453,461,947 

130,446,763 

3.023,393.721 

514,665,588  432,027,948  306,917,046 

86,088,559  432,239,758  831,752.561 

S04,*96,309  7,566,845,932 

DOLLARS  PER  CAPITA 

POPUUTlOtJ 
GBCXIP 

POPUUTIOH 

GEMERAL 
GOVERNHEHT 

POLICE 

FIRE 

OTHER 
SAfET 

EDUCATION 

PUB  uo«>:s 

HIGHUAY 

OTHER  PUBLIC 
UORES 

HEALTH  & 
WELFARE 

CULTURE  & 
RECREATION 

DEBT 
SERVICE 

FIXED  COST 

OTHER 

TOTAL 

50,000  PLUS 

20 

2,119,930 

79. 3i 

119.27 

108.37 

37.42 

490.78 

45.47 

69.49 

106.74 

42.15 

89.17 

210.33 

72.88 

1471.40 

20,000-49,999 

58 

1,795,170 

62.77 

81.27 

78.39 

12.82 

522.07 

55.87 

86.91 

29.14 

29.10 

69.95 

129.05 

48.02 

1205.33 

10.000-19,999 

77 

1,121,080 

63.76 

71.85 

53.39 

12.39 

573.85 

56.61 

73.72 

14.28 

24.87 

65.17 

87.65 

54.98 

1132.52 

5,000-9,999 

72 

528,730 

74.25 

74.78 

33.56 

17.83 

519.00 

63.78 

57.79 

15.86 

21.84 

55.68 

72.40 

25.23 

1052.05 

2,000-4,999 

57 

198,150 

74.48 

69.50 

22.97 

19.84 

507.39 

77.93 

62.71 

16.93 

20.87 

66.20 

69.70 

40.22 

1048.75 

50-1,999 

67 

68,860 

80.03 

25.95 

12.42 

12.52 

471.84 

129.89 

U.66 

8.56 

14.00 

29.74 

55.74 

46.97 

933.31 

STATE  TOTAL 

351 

5,831,920 

70.63 

91.64 

77.76 

22.57 

519.28 

53.96 

74.08 

52.63 

51.91 

74.12 

142.6. 

52.21 

1263.19 

PERCENT  OF  TOTAL  SPENDING 

POPULATIOI* 
CROUP 

POPULATIO* 

GENERAL 
GOVERNMENT 

POLICE 

FIRE 

OTHER 
SAFETY 

EDUCATION 

PUB  UORtS 
HIGHWAY 

OTHER  PUBLIC 

HEALTH  t 
WELFARE 

CULTURE  & 
RECREATION 

DEBT 
SERVICE 

FIXED  COSTS 

OTHER 

TOTAL 

50,000  PLUS 

20 

2,119,930 

5.4 

8.1 

7.4 

2.5 

33.4 

3.1 

4.7 

7.3 

2.9 

6.1 

14.3 

5.0 

100.0 

20,000-49.999 

58 

1 , 795 , 1 70 

5.2 

6.8 

6.5 

1.1 

43.4 

4.5 

7.2 

2.4 

2.4 

5.8 

10.7 

4.0 

100.0 

10,000-19,999 

77 

1,121,080 

5.6 

6.3 

4.7 

1.1 

50.7 

5.0 

6.5 

1.5 

2.2 

5.8 

7.7 

3.1 

100.0 

5,000-9,999 

72 

528,730 

7.2 

7.2 

3.3 

1.7 

50.5 

6.2 

5.6 

1.5 

2.1 

5.4 

7.0 

2.4 

100.0 

2,000-4.999 

57 

198,150 

7.1 

6.6 

2.2 

1 .9 

48.4 

7.4 

6.0 

1.6 

2-0 

6.3 

6.6 

3.8 

100.0 

50-1,999 

67 

68,860 

8.6 

2.9 

1.3 

1.3 

50.6 

13.9 

4.8 

0.9 

1.5 

3.2 

6.0 

5.0 

100.0 

STATE  TOTAL 

351 

5,831,920 

5.6 

7.3 

6.2 

1.8 

41.1 

4.5 

5.9 

4.2 

2.5 

5.9 

11.3 

4.1 

100.0 

Division  of  Local  Services 
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cost  of  education,  which  is  the  largest  single 
service  provided  by  local  government,  increased 
by  $54  million  (9.1%)  since  FY87  to  $3,028  billion 
in  FY88.  Public  safety,  including  police,  fire,  and 
other  safety-related  services  such  as  inspections, 
is  the  second  largest  ticket  item  accounting  for 
$1,118  billion,  an  increase  of  $114.5  million  or 
1 1 .7%  over  the  FY87  amount. 

SUBTOTALS  BY  POPULATION  GROUP 
AND  COMMUNITY  TYPE 

Data  taken  from  the  FY88  Schedule  A's  indicate 
that  the  larger  the  community,  the  greater  the 
service  costs  incurred.  Municipalities  with 
populations  of  50,000  and  over  spent  $1,471  per 
capita  (up  8.6%  from  FY87)  as  opposed  to  $933 
(up  10.7%  from  FY87)  spent  by  those  with  less 
than  2,000  inhabitants.  Again,  to  facilitate  fair 
comparisons,  capital  outlays  and  construction 
projects  were  not  considered. 

Table  1  breaks  the  general  fund  expenditures  for 
FY88  down  into  functions,  demonstrating  the 
major  differences  between  population  groups  in 
the  amount  they  spend  on  police,  fire  education, 
health  and  welfare,  and  fixed  costs.  When 
examining  the  "other  public  works"  category. 


keep  in  mind  that  the  great  variation  among 
communities  is  because  spending  in  many  of 
these  categories,  such  as  sewer,  water,  utilities, 
etc.  can  also  be  reported  in  special  revenue  or 
enterprise  funds. 

The  three  charts  included  in  table  2  list  expen- 
diture per  capita  by  community  type,  by  popula- 
tion group,  and  expenditures  by  object.  Expen- 
ditures made  by  urbanized,  economically 
developed,  and  resort  communities  are  com- 
pared with  those  made  by  rural  and  growth 
communities. 

On  pages  5  and  6,  we  have  listed  each  commun- 
ity's population,  total  general  fund  expenditures, 
expenditures  per  capita,  and  rank  (from  high  to 
low)  in  expenditures  per  capita.  The  graphs  on 
page  8  illustrate  FY88  expenditures  percapita 
and  by  function.  Please  note  also  that  commun- 
ities with  large  seasonal  populations  may 
indicate  unusually  high  spending  per  capita. 
Expenditure  amounts  for  these  communities 
reflect  the  cost  of  providing  services  when  the 
population  is  at  its  peak.  The  population  figures, 
however,  are  based  on  full-time  residents  only; 
they  do  not  include  the  seasonal  increase  in 
population. 

Continued  on  page  8 


Expenditure  Per  Capita 
by  Community  Type  and 
Population  Group 


Table  2 


Expenditures  by  Object 


Total 

Exp  Per 

%  of 

Group 

Population 

Exp 

Capi  ta 

Expendi  tures 

Total 

50,000  + 

2,119,930 

3,119,268,046 

1,471 

Personal  Services 

4,729,523,130 

64. 2S 

20,000  -  ^9,999 

1,795,170 

2,160,178,988 

1,203 

Purchase  of  Services 

794,559,185 

10. 8X 

10,000  -  19,999 

1,121,080 

1,269,644,652 

1,133 

Other  Charges  &  Exp 

561,302,921 

7.6X 

5,000  -  9,999 

528,730 

545,676,117 

1,032 

Intergovtl  11,111,1V 

502,567,497 

6.S\ 

2,000  -  4,999 

198,150 

207,810,228 

1,049 

Debt  Service 

432,239,758 

5.9% 

50  -  1,999 

68,860 

64,267,901 

933 

Suppl ies 

325,531,273 

4.4X 

Other 

21,122,167 

o.zx 

POPULA- 

TOTAL 

EXP  PER 

KOC 

TION  1986 

EXP 

CAPITA 

Urbanized  Ctrs 

2,663,790 

3,694,158,069 

1,387 

Econ  Oev  Suburbs 

1,456,450 

1,889,409,529 

1,297 

Growth  CoTTTuni  1 1  es 

591,240 

588,620,652 

996 

Rciidential  Suburbs 

440,680 

544,604,337 

1,236 

Rural  EC  Ctrs 

435,840 

396,361,134 

909 

Small  Rural 

122,980 

97,299,067 

791 

Resort 

120,940 

156,393,144 

1,293 

PERCENT  CHANGE  FY87  TO  FY88 


POPULATION 
GROUP 

50,000  ♦ 

20,000  -  49,999 

10,000  -  19,999 

5,000  -  9,999 

2,000  -  4,999 

50  ■  1,999 

STATE  TOTAL 


GENERAL 
GOVERNMENT  POLICE 


13. 6X 
11. 7X 
13. 7X 
16. IX 
10. 3X 
8.4X 
13. IX 


12. 2X 
11. 3X 
11. 6X 
11. 8X 
17. IX 
19. 6X 
12. OX 


OTHER  HEALTH 
PUBLIC  PUBLIC  AND  CULTURE  i  DEBT 

FIRE        SAFETY  EDUCATION         WORKS      UELFARE  RECREATION  SERVICE 


10. IX  11. 5X 

9.6X  13. 5X 

12. 3X  16. IX 

13. IX  15. 8X 


16. IX 
4.5X 
10. 4X 


10. 9X 
8.5X 
12. 6X 


9. ax  12. 9X 

8.7X  10. 3X 

8.6X  11. 7X 

9. OX  1.2X 

9.6X  -11.9% 

9.9X  10. 7X 

9. IX  9.5X 


5.  OX 
-13. 6X 
12. OX 
10. IX 
34. 3X 
1.6X 
2. OX 


16. 8X 
11. 9X 


0.1X 
7.6X 


9.4X  22. 3X 

16. 3X  32. 2X 

10. 3X  48. 5X 

17. 2X  20. 9X 


14.  IX 


8.6X 


FIXED 
COSTS 

2. IX 
10. 4X 

7.3X 
14. 5X 
14. 4X 
19. 5X 

5.7% 


TOTAL,  ALL 
OTHER    GENERAL  FUND 


12. 4X 
1.6X 

11. 7X 
3.5X 
3.8X 
5.2X 
8.3X 


8.6X 

8.5X 
10. 4X 
10. 4X 

8.9X 
10. 7X 

9. IX 
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CITY  &  TOWN,  November  1989 


Division  of  Local  Services 


DOR  INTRODUCES  DIRECT  AID 

DATA  BASE 


The  Division  of  Local  Services  is  pleased  to 
announce  the  availability  of  the  Direct  Aid  Data 
(DAD)  Base,  developed  in  cooperation  with  the 
Office  of  the  State  Comptroller  and  the  Treasurer 
and  Receiver  General.  The  DAD  Base  is  located 
within  the  Municipal  Data  Bank  and  provides 
complete  records  of  actual  state  aid  payments 
made  to  municipalities,  regional  school  districts, 
counties  and  a  variety  of  other  regional  and  local 
units  of  government. 

The  result  of  the  inter-agency  cooperative  work 
on  the  DAD  project  during  the  last  18  months  is 
that,  for  the  first  time  in  the  history  of  Massachu- 
setts, it  is  possible  to  quickly  determine  the  exact 
amounts  of  both  general-purpose  and  targeted 
state  aid  provided  to  any  unit  of  local  government 
in  the  Commonwealth  as  well  as  to  identify 
similar  information  on  other  types  of  funds 
channeled  by  the  state.  The  Direct  Aid  Data  Base 
can  also  identify  any  "non-aid"  state  payments  to 
local  government  for  services  or  utilities,  rentals 
or  municipal  buildings,  land  purchases  or  other 
state  activity. 

There  are  four  types  of  state  payments  that  may 
now  be  detailed  in  standard  print-out  form. 
Payments  to  any  governmental  unit  from  1) 
Cherry  Sheet  Programs;  2)  all  other  direct  state- 
aid  programs;  3)  state  "pass-throughs"  to  local 
governments  of  federal  funds;  and  4)  state  "pass- 


throughs"  to  local  governments  of  state- 
collected  local  taxes  and  "in-lieu-of-tax"  pay- 
ments, as  well  as  certain  regional  assessments. 
Total  payments  from  each  appropriation  account 
within  each  type  of  payment  can  be  listed  for  a 
given  municipality.  Special  print-outs  highlight- 
ing particular  programs  on  specific  governmen- 
tal jurisdictions  are  also  available  upon  request. 

The  main  source  of  information  for  DAD  is  the 
State  Treasurer's  "all-payments"  record  which 
lists  every  payment  made  to  any  recipient  by  the 
Commonwealth  during  a  given  fiscal  year.  Any 
payment  made  to  a  unit  of  local  government  by 
the  state  can  be  pulled  from  this  data  base.  The 
Treasurer's  record  lists  information  pulled 
directly  from  the  State  Comptroller's  Massachu- 
setts Management  Accounting  and  Reporting 
System  (MMARS).  The  first  complete  year  of 
direct-aid  and  related  data  covers  the  calendar 
period  of  Fiscal  Year  1988. 

For  more  information  on  the  Direct  Aid  Data  Base 
or  for  a  print-out  request,  please  contact  the 
Division  of  Local  Services,  Municipal  Data  Bank 
at  (617)  727-2300. 


DLS  COURSE  CALENDAR 


NOVEMBER  18:  Treasurer  —  Deadline  for 
payment  of  first  half  of  county  tax. 

NOVEMBER  18:  Selectmen  —  Review  budgets 
submitted  by  department  heads. 


NOVEMBER  2  and  9:  Assessment  Office  Proce- 
dures —  Course  to  be  held  at  Berkshire  Com- 
munity College  in  Pittsfield  from  12:30  a.m.  to 
3:30  p.m. 


NOVEMBER  2,  9,  and  16: 

Accountants/City  Auditors 


Course  for  Town 


Course  to  be  held 
at  the  Bedford  Town  Center  from  9:00  a.m.  to  4:00 
p.m.  on  Thursdays. 


NOVEMBER  14,  21,  and  28:  Course  for  Tax 
Collectors  —  Course  will  be  held  at  One 
Ashburton  Place  in  Boston  from  9:00  a.m.  to  4:00 
p.m.  on  Tuesdays. 

NOVEMBER  29:  "What's  New  in  Municipal  Law" 
—  Course  to  be  held  at  King's  Grant  Inn  in 
Danvers  from  9:00  a.m.  -  4:00  p.m. 

DECEMBER  1:  "What's  New  in  Municipal  Law"  — 
Course  to  be  held  at  the  Sheraton  Hotel  in  West 
Springfield  from  9:00  a.m.  to  4:00  p.m. 


Division  of  Local  Services 


CITY  &  TOWN,  November  1989 


CI  FY  &  Town  FOCUS 

The  Schedule  A  information  for  every  city  and 
Xo\Nr\  in  the  Commonwealth  is  stored  in  the 
Municipal  Data  Bank  which  is  housed  in  the 
Division's  Municipal  Data  Management  and 
Technical  Assistance  Bureau.  Requests  for 
general  reports  as  well  as  specific  reports 
concentrating  on  individual  communities  may  be 
directed  to  the  Data  Bank  at  (617)  727-2300. 

Graph  1 

EXPENDITURES  PER  CAPITA  FY88 
By  Population  Group 
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CITY  &  Town  FOCUS  is  a  collaboration  between 
the  Analysis  Unit  and  Municipal  Data  Bank.  This 
month's  FOCUS  was  prepared  by  Leslie  Kirwan, 
Roger  Hatch,  and  Elizabeth  Anderson. 


Graph  2 

EXPENDITURES  BY  FUNCTION  FY88 


Education  —  41.1% 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
Services,  is  published  twelve  times  per  year.  The 
Division  is  responsible  for  oversight  and  assis- 
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Since  1984,  the  Municipal  Data  Bank  has 
provided  information  to  local  and  other  officials 
needing  data  to  make  comparisons  among 
communities,  prepare  budgets,  and  analyze 
trends.  The  Data  Bank  is  located  within  the 
Division's  Municipal  Data  Management  and 
Technical  Assistance  Bureau  and  is  a  clearing- 
house for  a  wide  variety  of  data,  financial  and 
otherwise. 

The  Data  Bank  is  unique  because  it  actively 
encourages  requests  for  information  and  it 
provides  the  service  to  municipal,  state,  and  non- 
profit requesters  free  of  charge.  Nearly  one 
thousand  data  requests  were  successfully 
completed  by  the  Data  Bank  Unit  in  FY89.  Many 
requests  for  hard  copy  reports  were  mailed  on  the 
same  or  following  day  and  none  took  longer  than 
two  weeks.  Our  growing  menu  of  pre-pro- 
grammed computer  reports  will  continue  to  make 
this  quick  turnaround  possible  while  the  number 
of  requesters  expands. 

CITY  &  Town  readers  see  examples  of  the  Data 
Bank's  many  uses  each  month  in  our  FOCUS 
section.  In  October's  issue,  we  FOCUSed  on 
revenue  patterns  in  FY89,  and,  as  with  every 
FOCUS,  a  table  listing  all  351  cities  and  towns 
was  included.  Last  month,  it  provided  the  exact 
expenditures  made  by  each  community.  This 
overall  measure  was  further  broken  down  into 
smallerelementsto  beexamined  in  greaterdetail. 
For  example,  from  the  total  listing  of  general  fund 
expenditures  for  351  communities,  we  analyzed 
expenditures  by  various  population  groups  and 
within  that,  by  function,  in  dollars  per  capita,  by 
community  type,  and  by  object.  These  can  be 
prepared  for  all  cities  and  towns,  or  for  subsets 
of  comparable  municipalities.  In  addition  to 
preparing  such  reports.  Data  Bank  staff  are  also 
experienced  at  helping  officials  identify  commu- 
nities most  like  their  own  in  terms  of  population, 
income,  property  value,  or  budget  size. 

Certain  financial  reports  are  submitted  by  each 
Massachusetts  city  and  town  on  an  annual  basis 
and  most  of  this  information  is  stored  in  the  Data 


Bank.  Among  the  data  bases  at  our  (and  your) 
disposal  are:  Schedule  A,  Tax  Recapitulations, 
Proposition  IVi  (components  of  calculating  each 
year's  levy  limits,  ceilings,  new  growth,  overrides, 
and  exclusions).  Socioeconomic  (employment, 
income,  population,  etc.),  Tax  Base  (including 
actual  and  equalized  property  values,  parcel 
counts,  average  tax  bills,  etc.),  and  State  Aid 
receipts  and  charges. 

Historical  trend  analyses  are  easy  to  make 
because  most  of  these  data  bases  store  infor- 
mation from  as  far  back  as  the  early  eighties. 
Some  of  the  more  popular  report  requests 
include:  Expenditures  by  Function,  Expenditures 
by  Department,  Revenue  Sources,  Excess 
Capacity,  Assessed  Values,  Levies  and  Tax  Rates 
by  Class,  Free  Cash  and  Stabilization  Funds, 
Selected  Socioeconomic  Trends  and  The  Debt 
and  Credit  Management  Report.  Individual 
communities  frequently  request  profiles  and 
trend  analyses  on  population  trends,  parcel 
counts  and  assessed  values,  revenues  and 
expenditures,  historical  perspectives  on  levy  limit 
components,  and  much  more.  Customized 
printouts  and  graphs  focusing  upon  specific 
topics  of  interest  can  also  be  created. 

THE  ELECTRONIC  AGE 

If  you  prefer,  we  can  have  the  data  you  request 
produced  on  diskette  instead  of  on  paper.  This 
medium  allows  you  to  analyze  the  information 
and  format  reports  on  your  own  computer. 

A  Data  Bank  brochure  is  now  available  and  your 
requests  and  inquiries  are  most  welcome!  Please 
call  or  write: 

Municipal  Data  Bank 
Division  of  Local  Services 
200  Portland  Street 
Boston,  MA  02114-1715 
(617)  727-2300 
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Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Deputy  Commissioner 


Division  of  Local  Services 


The  Boston  School  Closing  Case 


Widespread  publicity  has  surrounded  the  recent 
Appeals  Court  decision  concerning  a  Boston 
School  Committee  vote  to  close  and  consolidate 
ten  public  schools.  The  court  held  that  in  a  case 
where  the  school  committee  had  voted  to 
close  certain  school  facilities  without  a  public 
hearing  as  required  by  its  own  rules,  and  then 
held  a  subsequent  public  hearing  followed  by  a 
second  vote  to  approve  the  closings,  this  later 
vote  was  valid.  The  procedure,  in  the  court's  view, 
was  not  fatally  flawed  by  the  preconceived 
opinions  of  any  of  the  committee  members  about 
the  closings.  Citywide  Parents  Council,  Inc.  v. 
School  Committee  of  Boston,  27  Mass.  App.  739 
(1989). 

The  subject  of  school  closings  first  arose  when 
the  superintendent  of  schools  sent  a  memoran- 
dum to  the  president  of  the  school  committee  on 
July  25,  1989,  an  hour  before  a  scheduled  school 
committee  meeting.  At  that  meeting,  by  a  nine  to 
four  vote,  the  committee  decided  in  favor  of  the 
closings  and  then  voted  to  hold  a  public  hearing 
on  August  12th  after  the  decision  had  been  made. 
A  public  hearing  was  necessary  since 
Section  31.1  of  the  Rules  of  the  Boston  School 
Committee  provided  that:  "In  the  event  that  any 
school  facility  is  recommended  for  closing  by  the 
school  department  administration,  the  appro- 
priate subcommittee  will  meet  in  the  community 
in  which  such  facility  is  located  to  hear  testimony 
from  individuals  and  groups  relative  to  the 
advisability  of  closing  such  facility." 

Parents  filed  a  lawsuit  to  stop  the  closings  in 
Superior  Court  on  August  2.  Upon  being 
informed  by  the  trial  courtjudgethatan  after-the- 
fact  hearing  would  not  satisfy  the  school 
committee  rules,  the  committee  rescheduled  the 
hearing  to  August  7  with  a  meeting  to  follow.  The 
subject  of  the  meeting  would  be  whether  to  adopt 
the  school  closing  recommendation.  A  four  hour 


meeting  was  held  on  August  7  at  Madison  Park 
Campus  at  which  the  proposed  closings  were 
debated.  After  a  brief  recess,  the  school  commit- 
tee convened  a  special  meeting  to  consider  once 
again  the  school  closings.  By  an  eight  to  one 
vote,  the  committee  approved  the  closings. 

In  the  Superior  Court  where  the  litigation  had 
commenced,  the  trial  judge  ruled  that  the  school 
committee  had  no  intention  to  give  meaningful 
consideration  of  its  July  25th  decision  after  the 
public  hearing  on  August  7th.  From  the  state- 
ments of  the  committee  members,  the  judge 
concluded  that  the  committee  had  preconceived 
opinions  about  the  outcome  and  the  August  7th 
hearing  was  a  sham.  In  the  opinion  of  the 
Superior  Court  judge,  the  committee  gave  the 
appearance  of  compliance  with  the  rules  and 
then  merely  afforded  the  public  a  chance  to 
exercise  their  vocal  cords.  The  judge  then 
enjoined  the  school  closings.  The  committee 
immediately  appealed  since  school  was  sched- 
uled to  open  in  Boston  on  September  9,  1989. 

The  Appeals  Court  held  that  the  school  commit- 
tee's vote  to  close  the  schools  was  lawful.  The 
Court  rejected  the  argument  that  the  committee 
members'  convictions  and  views  foreclosed  a 
meaningful  hearing.  If  true,  the  principle  would 
be  equally  applicable  to  a  hearing  held  in  proper 
sequence,  however,  it  should  not  be  expected 
that  public  officials  maintain  a  vow  of  silence 
before  a  hearing  on  a  controversial  subject.  In  the 
absence  of  a  constitutional  or  statutory  violation, 
the  remedy  for  unwise  political  decisions  is  the 
ballot  box  rather  than  a  court  room.  Hence,  the 
school  committee's  second  vote  in  the  court's 
view  was  not  fatally  tainted  by  a  prior  policy 
position. 

Accordingly,  the  Superior  Court  judgment  was 
reversed  and  the  injunction  was  vacated. 


RECENT  TECHNICAL  ASSISTANCE  PROJECTS 


Management  consulting  teams  comprised  of 
staff  from  the  Division's  Bureaus  of  Accounts, 
Local  Assessment,  and  Municipal  Data  Manage- 
ment and  Technical  Assistance  recently  visited 
the  towns  of  Truro  and  Salisbury  to  review  the 
financial  management  organization  of  each 
town.  In  both  cases,  the  review  involved  an 
examination  of  the  role  of  each  financial  office 
and  board  in  the  budget  process  and  overall 
financial  management  in  the  town.  This  entailed 
analyses  of  the  workload,  staffing  and  office 
procedures  used  by  each  financial  department  in 


Truro  and  Salisbury  to  determine  if  statutory  and 
basic  financial  management  responsibilities  are 
being  met. 

The  DLS  team  wrote  a  report  for  Truro  recom- 
mending changes  in  the  town's  budget  process, 
the  adoption  of  a  capital  improvement  planning 
program,  and  suggestions  for  the  stabilization  of 
the  town's  free  cash  position.  In  Salisbury's  case, 
the  review  resulted  in  recommendations  on 
changes  in  procedures  for  accounting,  financial 
reporting  and  budgetary  control. 


{Focus  ) 


Structural  Gap  in 

This  CITY  &  Town  FOCUS  explores  a  timely  and 
sensitive  issue:  the  structural  budgetary  gap 
currently  being  experienced  in  Massachusetts 
municipalities.  It  presents  the  results  of  an 
analysis  the  Division  performed  several  months 
ago  to  estimate  the  magnitude  of  the  problem 
communities  could  be  expected  to  face  as  they 
attempted  to  balance  their  budgets  for  FY90.  The 
analysis  has  since  then  been  used  in  efforts  to 
understand  the  problems  in  municipal  finance 
and  potential  solutions  for  them. 

We  developed  the  analysis  in  recognition  that 
continuing  local  revenue  constraints  and 
increased  costs,  combined  with  significant  cuts 
in  state  aid,  could  potentially  put  many  commu- 
nities in  an  extremely  difficult  financial  situation. 
We  wanted  to  anticipate  where  the  worst 
problems  were  likely  to  be  so  we  could  target  our 
assistance  to  communities  most  effectively. 

The  analysis  presented  here  used  a  number  of 
basic  assumptions  about  communities'  projected 
budgets,  based  on  actual  data  and  past  trends; 
these  assumptions  are  explained  below.  Since 
Massachusetts  municipal  finance  law  requires 
cities  and  towns  to  have  balanced  budgets,  the 
gaps  projected  here  will  not  actually  exist  in 
communities.  Through  a  combination  of  revenue 
increases,  spending  cuts  and  heavy  use  of  free 
cash  and  other  reserves,  virtually  all  communities 
will  in  fact  have  balanced  budgets  this  year. 
However,  what  this  model  does  indicate  is  that 
there  is  a  significant  structural  gap  in  local 
budgets  —  nearly  $400  million  —  that  is  likely  to 
persist  and  grow  in  future  years  without  a  change 
In  the  way  local  government  is  financed. 

We  hope  you  find  that  this  provides  a  different 
and  useful  perspective  on  the  current  debate  in 
local  finance,  and  we  encourage  your  comments 
and  reactions  to  it. 

FINDINGS 

The  printout  in  this  month's  FOCUS  shows  for 
each  community  projected  FY90  revenue  and 
spending,  projected  gap  or  excess,  and  gap  or 
excess  as  a  percent  of  FY89  budgets.  The  charts 
compare  these  percentages  by  type  of  commu- 
nity and  population. 


unicipal  Budgets 

The  gap  analysis  was  performed  for  the  341 
communities  for  which  we  had  complete  FY89 
data.  Of  the  cities  and  towns  examined,  30  had 
projected  revenue  estimates  which  exceeded 
their  projected  spending;  in  total,  their  revenues 
exceeded  spending  by  $12.7  million. 

The  remaining  311  communities  had  projected 
gaps,  or  spending  greater  than  revenue.  Gaps  in 
these  communities  totaled  $385  million.  The  net 
gap  (total  gap  minus  total  excess)  statewide  was 
$372.3  million 

■ 

Of  the  311  communities  with  projected  gaps,  34  • 
had  gaps  between  0-2%  of  their  total  budgets,  56  ^ 
had  gaps  between  2-4%,  113  had  gaps  between  * 
4-6%,  and  92  had  gaps  between  6-8%  of  their  ' 
budgets.  16  municipalities  had  projected  gaps 
greater  than  8%.  The  30  cities  and  towns  with  I 
projected  revenues  greater  than  spending  had  J 
excesses  ranging  from  1  to  20.5%  of  their  total 
budgets. 

ASSUMPTIONS 

The  figure  given  for  Projected  Revenues  reflects 
the  following  assumptions: 

Tax  Levy:  FY90  Projected  Levy  Limit  represents 

a  2.5%  increase  over  FY89  levy  limit  (excluding 

debt),  plus  an  estimate  for  new  growth.  The  new 

growth  estimate  represents  a  3-year  historical 

average  (87-89)  of  each  community's  new  ; 

growth,  multiplied  by  75%  in  order  to  reflect  the  ' 

projected  decrease  in  new  growth  resulting  from  J 

a  decline  in  housing  starts.  It  is  assumed  that  all 

communities  will  levy  to  their  levy  limits. 

State  Aid:  FY90  Cherry  Sheet  estimates  are  used, 

reflecting  the  vetoes  in  local  aid. 

Local  Receipts:  FY90  figures  represent  a  10% 

increase  above  FY89  actuals. 

Offset  and  Enterprise  Receipts:  Since  these 

revenues  can  be  presumed  to  offset  costs,  these 

factors  were  increased  by  7%  to  mirror  the 

projected  increase  in  spending. 

Available  Funds:  Use  of  free  cash  and  other 

available  funds  was  assumed  to  be  level-funded 

at  the  FY89  level. 
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Projected  spending  reflects 
the  following  assumptions: 

Local  Appropriations:  Projected  FY90  appro- 
priations represent  a  7%  increase  above  FY89, 
reflecting  a  5%  increase  in  salaries  and  a  12% 
increase  in  all  other  costs  (including  fixed  costs). 
Other  Amounts  to  be  Raised: This  factor  was  level 
funded  at  the  FY89  level.  It  includes  such  items 
as  court  judgments,  overlay  and  revenue  deficits, 
and  Cherry  Sheet  offsets. 

State  and  County  Charges:  FY90  Cherry  Sheet 
estimates  were  used  to  project  this  amount. 
Overlay:  This  factor  was  derived  by  first  deter- 
mining the  ratio  of  overlay  to  total  levy  for  FY87 
through  FY89.  A  average  of  these  ratios  was  then 
applied  to  the  FY90  limit. 

When  projected  revenues  are  compared  to 
projected  spending,  a  gap  or  excess  results. 


Graph  1  illustrates  the  distribution  of  the  gap/ 
excess  as  a  percentage  of  budgets.  Graph  2 
illustrates  projected  gaps  as  a  percentage  of 
budget  by  population  group,  and  Graph  3 
illustrates  the  gap  as  a  percentage  of  the  budget 
by  community  type. 

The  Municipal  Stress  Analysis  was  a  project 
involving  staff  from  throughout  the  Division  of 
Local  Services,  particularly  in  the  Bureau  of 
Accounts,  Bureau  of  Local  Assessment,  Techni- 
cal Assistance  staff  and  Municipal  Data  Bank 
staff.  This  issue  of  CITY  &  Town  FOCUS  was 
prepared  by  Leslie  Kirwan,  Roger  Hatch,  and 
Elizabeth  Anderson. 


Graph  1 


DISTRIBUTION  OF  GAP/EXCESS 


Number  of  Communities 


6-85:  4-67.  2-47.  0-27. 

Gap  %  of  Budget 


Graph  2 


Gap  as  a  Percentage  of  Budget 

By  Population  Group 
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Graph  3 


Gap  as  a  Percentage  of  Budget 

By  Kiad  of  Community 
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(^Taking  into  Account  J 

DLS  MAKES  HOUSE  CALLS  FOR  NEW  TREASURERS 


Last  winter,  the  Bureau  of  Accounts  began  an 
informal  "orientation"  program  for  new  munici- 
pal treasurers  and,  over  the  past  year,  has 
provided  this  type  of  assistance  to  numerous 
communities  throughout  the  state.  When  a  city 
or  town  welcomes  a  new  treasurer  to  its  staff,  it 
has  become  common  practice  for  the  BOA  to 
contact  the  new  treasurer  within  a  couple  of  days 
and,  in  many  cases,  to  arrange  a  meeting  within 
weeks. 

The  Cash  Management  section,  together  with 
BOA  field  representatives,  have  assisted  in 
training  approximately  twenty  new  treasurers  in 
the  last  year.  This  initiation  involves  an  educa- 
tional program  and  practical  "hands  on"  assis- 
tance. It  can  take  as  little  as  one  day  or  as  long 
as  a  week,  depending  on  the  need  for  help. 

The  Bureau's  purpose  in  visiting  new  treasurers 
is  to  get  them  started  in  the  right  direction  and 
to  make  them  aware  of  the  resources  available  to 
them.  At  each  initial  meeting,  the  BOA  repre- 
sentative makes  sure  the  treasurer  has  been 


provided  with  the  reference  materials  he  or  she 
needs.  The  BOA  representative  will  review  the 
borrowing  process,  operations  procedures 
required  for  the  proper  accounting  of  and 
reconciliation  of  cash,  reporting  requirements 
and  the  other  duties  that  treasurers  must  be  able 
to  perform. 

This  informal  orientation  program  has  been  most 
successful  so  far  and  has  proven  an  effective 
supplement  to  the  formal  training  available 
through  the  Division's  Course  301  for  treasurers. 
With  the  growing  complexity  of  municipal 
finance  and  cash  management  and  the  increase 
in  municipal  borrowing,  the  need  for  technical 
assistance  is  great.  The  Bureau  of  Accounts  has 
relied  on  its  daily  contact  with  local  officials  for 
updates  on  new  treasurers.  If  you  are  a  new 
treasurer  and  feel  you'd  benefit  by  receiving 
technical  assistance  from  the  Bureau  of 
Accounts,  please  contact  Allan  Tosti  or  Frank 
Burke  at  (617)  727-2300. 


ON  THE  HILL 


The  following  are  recently  passed  laws  spon- 
sored by  the  Division  of  Local  Services: 

Chapter  397  eliminates  the  requirement  that  local 
assessors  submit  Forms  3ABC  to  the  Commis- 
sioner of  Revenue  for  charitable  organizations 
receiving  tax  exemptions  under  Chapter  59, 
Section  5,  Clause  3.  The  law  also  extends  the 
filing  deadline  for  Forms  3ABC  from  April  1  to  "a 
reasonable  time,"  but  no  later  than  the  deadline 
for  filing  an  abateme-^t  application. 

Chapter  398  authorizes  local  assessors  to  make 
omitted  and  revised  assessments  without  the 
need  for  prior  approval  by  the  Commissioner  of 
Revenue.  The  time  frame  for  issuing  such 
assessments  has  not  changed.  Also,  the  asses- 


sors must  annually  submit  to  the  Commissioner 
a  statement  showing  the  amount  of  taxes 
assessed  under  these  provisions. 

Chapter  308  eliminates  the  requirement  that  the 
tax  bill  separately  state  the  valuation  of  land  and 
buildings.  The  law  continues  the  requirement 
that  the  tax  bill  provide  a  description  of  the  land 
and  all  buildings  and  structures  that  comprise 
real  estate  parcels;  however,  the  bill  need  only 
state  the  value  of  the  parcel  as  a  whole. 

Chapter  437  extends  the  time  allowed  for  town 
tax  collectors  to  prepare  municipal  lien  certifi- 
cates from  ten  days  to  twenty  days. 
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MUNICIPAL  FISCAL  CALENDAR 


i  DECEMBER  15:  Taxpayers  —  Deadline  for 
applying  for  property  tax  exemptions  for 
persons. 

I 

DECEMBER  26:  State  Treasurer  —  Notification 
of  semi-annual  aid  payments  before  December 
29.  This  lists  each  local  aid  program  amount 
included  in  the  total  program. 

I DECEMBER  31:  Taxpayers  —  Deadline  for 
filing  application  for  abatement  of  motor  vehicle 
excise  for  prior  calendar  year. 


DECEMBER  31:  Water/Sewer  Commissioners  ^ 
and  Selectmen  —  Begin  to  finalize  budget  ^ 
recommendations  for  review  by  Finance 
Committee. 

DECEMBER  31:  Selectmen  —  Begin  to  finalize 
budget  recommendations  for  review  by  Finance 
Committee. 

DECEMBER  31:  Assessors  —  Send  copies  of 
blank  3  ABC  forms  to  all  eligible  non-profit 
organizations,  for  filing  on  or  before  March  1 . 
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ON  MUNICIPAL  LIABILITY  FOR 
INJURIES  DUE  TO  SNOW  AND  ICE 


During  the  winter  five  years  ago,  a  pedestrian  was 
injured  when  she  slipped  and  fell  on  an  icy 
Boston  sidewalk  and  she  subsequently  brought 
suit  against  the  city  for  negligence.  In  Intriligator 
V.  City  of  Boston,  395  Mass.  489  (1985),  the 
Supreme  Judicial  Court  examined  the  Tort 
Claims  Act. 


Ms.  Intriligator  pointed  to  a  1928  Massachusetts 
court  case  which  held  that  park  roads  were  not 
"public  ways"  thereby  denying  even  limited 
liability  where  a  traveler  was  injured  due  to  a  park 
road  defect.  Hence,  if  park  road  injuries  do  not 
come  within  Chapter  84,  the  Tort  Claims  Act 
should  permit  a  general  negligence  recovery. 


The  plaintiff,  Roxanne  Intriligator,  brought  suit 
against  the  City  of  Boston  for  negligence  in 
removing  snow  and  ice  from  a  "park  road"  on 
Commonwealth  Avenue  near  Kenmore  Square. 
Her  argument  was  that  the  city  was  liable  under 
the  Massachusetts  Tort  Claims  Act  (G.L.  Ch.  258) 
for  negligently  permitting  snow  and  ice  to 
accumulate  on  a  park  road  which  was  the  sole 
cause  of  her  injury.  She  claimed  the  city's 
potential  liability  was  $100,000  under  the 
provisions  of  Chapter  258,  Section  2  of  the 
General  Laws. 


The  Massachusetts  Tort  Claims  Act  substantially 
abolished  governmental  immunity  with  certain 
exceptions.  In  her  view,  the  Tort  Claims  Act 
preserved  a  limitation  on  municipal  liability  only 
for  defects  in  public  ways.  Chapter  84,  Section 
1 7  of  the  General  Laws  stated  that  "A  county,  city 
ortown  shall  not  be  liable  foran  injury  ordamage 
sustained  upon  a  public  way  by  reason  of  snow 
or  ice  thereon,  if  the  place  at  which  the  injury  or 
damage  was  sustained  was  at  the  time  of  the 
accident  reasonably  safe  and  convenient  for 
travelers." 


The  plaintiff's  literal  reading  of  the  relevant 
statutes  was  rejected  by  the  Court.  The  SJC 
found  her  interpretation  to  be  contrary  to  the 
general  intent  of  the  Tort  Claims  Act.  The  Court 
observed  that  the  Tort  Claims  Act  preserved  a 
limited  remedy  under  Chapter  84  for  recovery 
from  municipalities  for  defects  in  public  ways.  It 
was  in  the  Court's  view  illogical  for  municipalities 
to  have  $5000  limited  liability  foran  injury  caused 
by  a  defect  in  a  public  way  and  have  absolutely 
no  liability  for  injuries  negligently  caused  solely 
by  snow  and  ice  on  public  ways,  and  on  the  other 
hand  be  potentially  liable  up  to  $100,000  for 
injuries  negligently  caused  solely  by  snow  and 
ice  on  park  roads. 


Finally,  the  Court  held  that  there  would  be  no 
liability  under  a  common  law  rule.  Since  the 
statute  (Ch.  84,  Sec.  1 7)  bars  recovery  for  injuries 
resulting  from  snow-covered  and  icy  public 
ways,  the  common  law  does  the  same  for  such 
injuries  on  a  park  road.  It  was  the  judgment  of  the 
court  that  the  city  not  be  held  liable  for  injuries 
to  a  pedestrian  who  slipped  and  fell  solely  due 
to  Ice  on  a  park  road. 


Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Deputy  Commissioner 


Division  of  Local  Services 
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ON  THE  HILL 


Legislation  sponsored  by  the  Division  of  Local 
Services,  H.  6288,  was  signed  into  law  in 
December  1989.  Chapter  5941,  which  makes 
several  changes  to  municipal  borrowing  provi- 
sions, is  highlighted  as  follows: 


Section  1  will  lengthen  from  ten  to  twenty  years 
(with  Emergency  Finance  Board  approval)  the 
time  for  which  a  city  or  town  can  borrow  to 
remodel,  reconstruct  or  make  extraordinary 
repairs  to  municipal  buildings.  Such  a  time 
extension  is  appropriate  in  instances  where  the 
building  alteration  is  so  substantial  that  it 
increases  the  useful  life  of  the  building  beyond 
twenty  years.  This  section  will  also  extend  the 
purposes  for  which  such  a  borrowing  can  be 
made  to  include  original  equipment,  landscap- 
ing, paving  and  other  incidental  site  improve- 
ments. Under  current  law,  a  borrowing  for  a 
remodeling  project  cannot  include  expenditures 
for  these  incidental  purposes.  However,  since 
such  incidentals  are  integral  to  building  improve- 
ment projects,  it  is  appropriate  that  they  be 
funded  through  the  improvement  borrowing. 


Section  4  will  permit  the  first  payment  on  a 
municipal  borrowing  to  be  made  any  time  during 
the  next  fiscal  year.  Under  current  law,  the  first 
payment  must  be  made  within  one  year  of  the 
borrowing.  The  new  proposal  will  provide  each 
city  and  town  with  the  flexibility  to  make  the  first 
repayment  at  a  time  which  will  accord  most 
conveniently  with  its  cash  availability. 


This  provision  will  also  allow  level  debt  payments 
for  borrowings  which  have  been  excluded  from 
a  municipality's  levy  limit,  pursuant  to  Ch.  59 
§21C(k),  and  for  borrowings  made  by  municipal 
operations  funded  under  the  enterprise  account- 
ing system,  set  out  in  G.L.  Ch.  40  §39K,  in  cases 
where  it  has  been  certified  that  the  rates  and 
charges  of  such  enterprises  have  been  set  at  a 
sufficient  level  to  fund  this  debt.  Level  debt 
payment  is  appropriate  in  circumstances  where 
a  particular  revenue  stream  generated  for  debt 
service  closely  parallels  the  payment  costs  of  that 
debt.  Such  level  payments  help  to  1 )  stabilize  tax 
liabilities  and  2)  stabilize  rates  and  charges  for 
services. 


Section  2  will  lengthen  from  five  to  fifteen  years 
(with  Emergency  Finance  Board  approval)  the 
time  for  which  a  city  or  town  can  borrow  to 
purchase  departmental  equipment.  This  time 
increase  is  appropriate  in  circumstances  where 
the  equipment  has  a  useful  life  beyond  five  years, 
such  as  with  fire  engines  and  certain  pieces  of 
public  works  equipment. 


Section  3  removes  language  which  would  allow 
borrowings  to  pay  final  court  judgments  to  be 
made  only  after  the  setting  of  the  tax  rate.  Under 
current  law,  if  a  large  judgment  were  ordered 
against  a  town  just  prior  to  its  setting  its  tax  rate, 
the  town  would  have  to  postpone  setting  the  tax 
rate  and  convene  a  special  town  meeting  to 
appropriate  funds,  probably  to  the  detriment  of 
its  operational  budget.  Under  this  proposal, 
however,  such  a  borrowing  can  be  made  at  any 
time  during  the  fiscal  year.  The  proposal  will  give 
the  town  additional  time  to  deal  with  funding  the 
judgment.  It  will  also  make  the  debt  exclusion 
process  available  should  the  town  desire  to 
pursue  it. 


Section  5  would  authorize  municipalities  to  make 
payments  to  the  federal  government  without 
appropriation  for  interest  arising  under  arbitrage 
regulations.  Under  current  law,  such  payments 
require  an  appropriation  yet  must  be  paid  within 
a  60  day  period.  Therefore,  in  most  instances 
there  would  be  great  difficulty  in  securing  timely 
payment.  The  noteholders  would  in  turn  risk 
losing  the  tax  exempt  status  of  their  notes.  This 
legislation  will  protect  municipalities  against  this 
probability  by  enabling  them  to  make  such 
payments  timely  without  appropriation. 
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FREE  CASH  UPDATE 


This  FOCUS  updates  our  July  1988  issue  on  Free 
Cash.  A  community's  free  cash,  or  "budgetary 
fund  balance,"  is  the  amount  of  funds  that  are 
unrestricted  and  available  for  appropriation.  Free 
cash  provides  communities  with  a  certain 
flexibility,  as  it  is  the  major  source  of  funding  for 
supplemental  appropriations  after  the  establish- 
ment of  an  annual  budget  through  the  tax  rate 
approval  process.  Depletion  of  free  cash  can 
indicate  tighter  financial  times  for  communities. 

Communities  often  appropriate  all  or  a  portion  of 
their  free  cash  to  support  operations  during  the 
year.  Free  cash  is  generated  by  actual  revenue 
collections  in  excess  of  estimates  and  actual 
expenditures  and  encumbrances  less  than 
budgeted  amounts. 

BACKGROUND 

The  Bureau  of  Accounts  certifies  free  cash  as  of 
July  1  each  year,  and  with  the  approval  of  the 
Bureau,  may  be  updated  to  reflect  collection  of 
previous  years'  property  taxes.  As  of  July  1, 1988, 
overlay  reserves  declared  surplus  are  included  in 
free  cash  rather  than  being  segregated  as  a 
separate  reserve,  since  such  funds  can  be 
appropriated  for  any  lawful  local  purpose. 

A  community  may  be  certified  as  having  negative 
free  cash,  also  known  as  a  free  cash  deficit.  This 
means  that  revenue  collections  are  less  than 
estimates,  or  expenditures  are  in  excess  of 
budgeted  amounts.  A  community  does  not  have 
to  raise  this  amount  in  the  next  fiscal  year; 
however,  negative  free  cash  is  a  warning  sign  to 
local  officials  of  a  collections  or  budget  forecast- 
ing problem  that  should  be  dealt  with  by 
implementing  management  improvements. 

To  the  extent  that  a  community  does  not 
appropriate  funds  from  free  cash  over  the  course 
of  a  fiscal  year,  any  positive  balance  remaining 
rolls  forward  into  the  calculation  of  free  cash 
certified  at  the  beginning  of  the  next  fiscal  year. 
Likewise,  a  negative  balance  rolls  forward  into 
the  calculation  of  the  next  year's  free  cash. 

JULY  1, 1989  CERTIFICATION 

The  Division  of  Local  Services  recently  modified 
a  number  of  established  financial  procedures  to 


provide  flexibility  during  the  difficult  budget 
revision  process  faced  by  communities  this  fall. 
These  actions  were  designed  to  allow  commun- 
ities to  maximize  the  use  of  free  cash  to  cope  with 
budget  adjustments  at  special  town  and  city 
council  meetings.  The  changes  include: 

•  The  July  1 , 1989  certification  process  has  been 
accelerated  through  the  assistance  of  Bureau 
of  Accounts  staff  in  expediting  the  preparation 
of  FY89  year-end  balance  sheets. 

•  The  Schedule  A  due  date  was  extended  to 
December  1  insofar  as  auditors  and  accoun-  C 
tants  are  engaged  in  expediting  the  free  cash 
process.  C 

•  Updating  free  cash  during  FY90  after  setting 
the  tax  rate  was  accelerated  from  March  31, 

1989  to  anytime  after  the  mailing  of  the  tax  bills.  i 

) 

USE  OF  FREE  CASH  IN  FY90 
REFLECTS  MUNICIPAL 
FISCAL  CRISIS 

Communities  have  traditionally  had  their  free 
cash  certified  later  in  the  fiscal  year  for  use  in 
funding  supplemental  appropriations  at  special 
town  meetings  or  in  balancing  the  subsequent 
year's  budget.  The  unusually  large  number  of 
communities  with  early  certifications  indicates  ', 
that  this  year,  in  a  departure  from  the  established  [ 
pattern,  municipalities  are  relying  heavily  on  their 
July  1,  1989  free  cash  to  balance  their  FY90 
budgets.  What's  even  more  unusual  is  that  they 
are  seeking  early  updates  of  their  July  1  free  cash 
to  use  in  balancing  FY90  budgets.  The  marked 
decrease  in  free  cash  statewide  shows  that 
difficult  fiscal  times  are  having  an  impact  on  free 
cash.  While  communities  are  relying  more 
heavily  on  free  cash  and  drawing  it  down  to 
balance  their  budgets,  favorable  conditions  that 
produce  free  cash  are  simultaneously 
diminishing. 

FINDINGS 

CITY&  Town's  last  FOCUS  on  the  topic  showed 
a  steady  increase  of  free  cash  available  to 
communities  during  recent  years.  Between  July 
1,  1982  and  July  1,  1987,  the  statewide  amount 
of  free  cash  available  in  communities  increased 
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from  $168.9  million  to  $386.9  million.  During  that 
same  period,  statewide  free  cash  deficits 
decreased  from  $116.7  million  to  $2.9  million.  At 

the  same  time,  the  number  of  communities  with 
negative  free  cash  dropped  from  55  to  9,  while  the 
number  of  communities  with  positive  free  cash 
rose  from  291  to  338. 

Free  cash  decreased  for  the  first  time  between 
July  1,  1987  and  July  1,  1988,  falling  from  $386.9 
million  to  $367.7  million  statewide.  During  this 
period,  the  numberof  communities  with  free  cash 
decreased  for  the  first  time  since  FY82,  from  338 
to  336  —  and  the  number  of  comunities  with  free 
cash  deficits  increased  from  9  to  13.  The 
statewide  total  of  free  cash  deficits  also  increased 
from  $2.9  million  to  $8.5  million. 

The  downward  trend  in  free  cash  has  continued, 
as  demonstrated  by  the  certifications  of  July  1, 
1989.  To  date,  267  communities  have  had  $236.4 
million  in  free  cash  certified,  a  drop  in  dollars 
among  those  communities  of  24.7%  from  the 
previous  year.  The  number  of  communities  with 
free  cash  deficits  has  risen  to  29,  with  statewide 
negative  free  cash  to  date  totalling  $9.2  million. 
(NOTE:  For  the  purposes  of  this  FOCUS,  July  1 , 


1989  free  cash  numbers  include  free  cash 
updates  through  November  20,  1989  to  indicate 
fully  the  amount  of  free  cash  being  used  in  FY90 
budgeting.  Earlier  years  do  not  include  updates. 
An  asterisk*  indicates  that  a  community  has  had 
its  free  cash  updated.) 

The  following  table  shows,  by  community,  free 
cash  certified  as  of  July  1,  1987  and  July  1,  1988. 
For  1989,  the  figure  given  is  free  cash  certified  on 
July  1,  1989  and  including  subsequent  updates 
if  applicable.  Also  given  are  the  dollar  and 
percentage  changes  from  July  1,  1988  to  July  1, 
1989.  The  chart  shows  changes  in  positive  and 
negative  free  cash  from  July  1,  1981  to  July  1 
1988. 

CITY  &  Town  FOCUS  is  jointly  developed  by  the 

Analysis  Unit  and  the  Municipal  Data  Bank.  This 

issue  of  FOCUS  was  prepared  by  Julie  Slavet  of 

the  Analysis  Unit,  Kathy  Maillet, 

and  John  Sanguinet  of  the  Municipal  Data  Bank. 

Free  Cash  is  certified  by  staff  of  the  Bureau  of 

Accounts. 


CHANGE  IN  FREE  CASH  7/1/81  TO  7/1/88 

NEOATZVE    AND    POSITIVE  CHANOE8 
OOUI-ARS  (MIl.t_IONS) 


POSITIVE 


7/i/ao 
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CITY  &  TOWN,  January  1990 


Division  of  Local  Services 


COURT  UPHOLDS  REFERENDUM 
PROCESS  IN  ZONING 


Can  an  amendment  to  a  city's  zoning  ordinance 
be  rescinded  by  its  voters?  In  the  recent  case  of 
La  Branche  v.  A.  J.  Lane  &  Co.,  Inc.,  (1989),  the 
Supreme  Judicial  Court  unanimously  ruled  that 
voters  can  rescind  such  an  amendment  using  the 
referendum  procedure. 

At  the  request  of  developer,  A.  J.  Lane  & 
Company,  Inc.  (Lane),  the  Haverhill  City  Council 
voted  in  September  1986  to  amend  the  zoning 
code  and  grant  a  special  permit  for  the 
construction  of  a  development  to  be  known  as 
Haverhill  Green.  This  development  would 
include  a  hotel,  motel  and  conference  center  and 
would  be  located  off  the  beltway  interchange  of 
1-495  and  1-295.  These  and  other  conditions  of  the 
special  permit  were  expressly  detailed  in  the 
zoning  amendment. 

After  gathering  4000  signatures,  the  neighbors 
adjacent  to  the  proposed  site  filed  a  referendum 
petition  pursuant  to  Chapter  43  Section  42  of  the 
General  Laws  demanding  that  the  decision  of  the 
city  council  be  rescinded  or  be  considered  as  a 
special  ballot  question  in  the  regular  November 
election.  The  council  did  not  rescind  the  zoning 
amendment  however,  and  in  November  1986,  the 
voters  of  Haverhill  rejected  the  zoning  amend- 
ment by  a  two-to-one  margin.  The  city  council 
then  voted  to  invalidate  the  special  permit. 

In  superior  court,  the  neighbors  sought  a 
declaratory  judgment  affirming  that  the  special 
referendum  vote  had  rescinded  the  zoning 
change  and  nullified  the  special  permit  thereby 
barring  the  development.  The  lower  court  agreed 
with  the  neighbors.  On  appeal,  the  case  came 
before  the  Supreme  Judicial  Court. 


Lane  argued  that  zoning  amendments  are  not 
subject  to  repeal  by  referendum  since  the  Zoning 
Enabling  Act  (G.L.  Ch.  40A  S.5)  provides  a 
detailed  plan  for  changing  or  repealing  zoning 
which  does  not  include  referenda.  Alternatively, 
Lane  claimed  that  a  referendum  cannot 
retroactively  affect  a  previously  issued  special 
permit.  Those  views  were  rejected  by  the  Court 

Under  the  provisions  of  Chapter  43  Section  42  of 
the  General  Laws,  a  referendum  statute  applies 
to  "any  measure"  of  the  city  council  with  the 
exception  of  a  revenue  loan  order.  A  "measure", 
as  defined  in  Chapter  43,  is  "an  ordinance, 
resolution,  order  or  vote  passed  by  a  city 
council."  By  its  terms,  the  referendum  statute 
pertains  to  a  zoning  ordinance.  Furthermore,  the 
Zoning  Act  does  not  conflict  with  the  referendum 
process.  Hence,  the  Court  ruled  that  the  recent 
amendments  to  the  Haverhill  zoning  ordinance 
were  subject  to  referendum. 

Regarding  the  retroactivity  issue,  the  Court  held 
that  the  legislative  intent  was  that  a  referendum 
vote  rescind  the  ordinance  as  of  the  date  of 
enactment.  Any  other  interpretation  of  the  statute 
would  be  inconsistent  with  the  legislative 
purpose  in  permitting  the  referendum.  Therefore, 
the  referendum  rescinded  the  amendment  to  the 
zoning  ordinance.  The  special  permit  was  null 
and  void  since  it  was  expressly  conditioned  on 
the  amendment. 

In  conclusion,  the  referendum  process  is  a  valid 
mechanism  to  change  zoning  or  rescind  any 
measure  of  the  city  council  except  revenue  loan 
orders. 


MUNICIPAL  FISCAL  CALENDAR 


JANUARY  1:  Assessors  —  Property  Tax  Assess- 
ment Date  All  property  is  assessed  statewide  as 
of  this  date  for  the  following  fiscal  year  and  the 
owner  of  record  is  determined. 

JANUARY:  Department  of  Revenue  —  Calcula- 
tion of  Preliminary  Levy  Limits  The  first  step  in 
calculating  the  levy  limit  for  the  next  fiscal  year 
is  to  use  the  previous  fiscal  year's  levy  limit  as  the 
base  amount.  To  this,  one  adds  the  2.5%  statutory 
increase,  plus  new  growth  calculated  by  the 
assessors  (and  certified  by  the  DOR),  plus  any 
override  voted  to  arrive  at  the  new  levy  limit.  Any 
debt  exclusions  voted  are  added  to  the  levy  limit 
to  determine  the  maximum  amount  to  be  levied. 


I 


JANUARY:  Finance  Committee  —  Begin  review 
of  Selectmen's  Budget  Recommendations 

JANUARY:  Department  of  Revenue  —  Deter- 
mine a  Schedule  of  Minimum  Bond  Amounts  for 
Collectors,  Treasurers,  and  Town  Clerks  This 
schedule  establishes  the  minimum  bond 
amounts  for  collectors,  assistant  collectors,  city 
and  town  clerks,  treasurers  and  assistant 
treasurers  based  on  the  amounts  of  cash  each 
official  handles.  The  selectmen  may  use  their 
discretion  in  increasing  the  Commissioner's 
minimum  bond  amounts. 


Division  of  Local  Services 


CITY  &  TOWN.  January  1990 


(^Taking  into  Account^ 


Financial  Reporting  Excellence 


In  September,  the  Government  Finance  Officers 
Association  (GFOA)  awarded  the  town  of 
Weymouth  the  Certificate  of  Achievement, 
recognizing  the  Excellence  in  Financial  Report- 
ing of  former  Weymouth  Town  Accountant  Allan 
Masison.  The  GFOA  is  a  non-profit  group 
representing  11,500  government  finance  profes- 
sionals throughout  the  United  States.  The 
group's  award  is  considered  the  highest  form  of 
recognition  in  the  area  of  governmental  account- 
ing and  financial  reporting. 

Weymouth  handled  its  own  conversion  to  the 
Uniform  Municipal  Accounting  System  (UMAS) 
eight  years  ago  under  the  direction  of  Mr. 
Masison,  who  now  serves  Hingham  as  the  town 
accountant.  The  UMAS  method  of  accounting  is 
a  comprehensive  accounting  system  which 
conforms  to  Generally  Accepted  Accounting 
Principles.  It  is  regarded  as  the  professional 
measure  for  governmental  accounting  because  it 
allows  for  greater  comprehensibility,  uniformity 
and  comparability. 

This  achievement  by  Weymouth  officials  and  Mr. 
Masison  illustrates  one  of  the  most  significant 
advantages  of  using  the  UMAS  system  for 
municipal  accounting.  The  system  provides 
communities  with  the  data  relevant  to  the 
financial  decision-making  process  in  a  format 
that  is  useful  to  the  non-accountant.  Budgeting 
and  capital  planning  are  both  improved  because 
the  system  generates  consistent  information. 


Financial  reports  can  be  prepared  more  easily 
and  quickly  and  the  degree  of  their  detail 
provides  all  local  officials  with  a  valuable  data 
base  to  use  in  monitoring  revenues.  The  conver- 
sion efforts  made  by  Weymouth  officials  in  1981 
have  paid  off  in  the  form  of  superior  financial 
reporting  ability  for  the  town. 

Converting  cities  and  towns  to  UMAS  has  been 
an  ongoing  project  for  the  Division  of  Local 
Services.  The  Division  has  actively  promoted  this 
system  because  it  provides  a  more  efficient  and 
streamlined  accounting  method  for  officials  who 
compile  financial  reports  and  officials  who  use 
them  to  manage  their  communities  more 
effectively. 

The  Division  of  Local  Services  congratulates  the 
officials  of  Weymouth  and  Allan  Masison  for  this 
most  significant  achievement. 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
Services,  is  published  twelve  times  per  year.  The 
Division  is  responsible  for  oversight  and  assis- 
tance to  cities  and  towns  in  achieving  equitable 
property  taxation  and  efficient  fiscal  manage- 
ment. (617)  727-2300 
Editor:  Elizabeth  Rose  Anderson 
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PROPERTY  VALUATION  IN  AN 
UNCERTAIN  REAL  ESTATE  MARKET 


The  declining  real  estate  market  in  Massachusetts 
is  bringing  with  it  new  questions  regarding  how  as- 
sessed values  are  adjusted  to  reflect  market  condi- 
tions and  the  required  "100%  full  and  fair  cash 
value."  Given  that  over  the  past  few  years  the  rule 
has  been  unprecedented  growth,  it  is  understanda- 
ble that  changes  in  the  market  are  producing  confu- 
sion as  to  what  the  requirements  for  adjusting  values 
are.  This  article  attempts  to  clarify  the  matter  in  sim- 
ple terms. 

The  assessed  value  for  property  tax  purposes  in  a 
given  fiscal  year  is  determined  as  of  an  "assessment 
date"  of  the  prior  January  1.  For  example,  tax  bills 
for  FY90  are  based  on  property  values  determined 
as  of  January  1 ,  1989.  In  arriving  at  property  values 
as  of  January  1 ,  a  community's  assessors  use  data 
from  the  preceding  calendar  year.  In  determining  the 
value  of  residential  property,  for  instance,  the  asses- 
sors would  use  data  on  sales  of  comparable  homes 
that  occurred  during  the  prior  year.  Returning  to  the 
FY90  example,  this  means  that  the  home  prices 
from  sales  during  calendar  year  1988  are  the  ba- 
sis of  residential  property  assessments  for  FY90. 

Given  these  facts,  it  is  understandable  for  some  tax- 
payers to  feel  that  their  most  recent  assessments  are 
higher  than  what  they  could  expect  to  sell  their  homes 
for  at  this  time  since  the  real  estate  market  has 
slowed  down  considerably  in  1989  relative  to  1988. 
However,  it  is  important  to  realize  that  these  assess- 
ments are  correct  if  they  reflect  value  as  determined 
on  January  1 ,  1989  based  on  sales  that  occurred  in 
1988— even  if  they  are  high  compared  to  real  estate 
sales  taking  place  right  now.  Sales  during  calendar 
year  1989,  which  reflect  a  current,  weaker  market, 
will  be  used  to  determine  values  as  of  January  1, 
1990  and  these  values  will  be  reflected  in  tax  bills  for 
FY91 .  Despite  the  fact  that  the  recertification  of  values 
only  occurs  every  three  years,  values  may  be  adjust- 
ed up  or  down  each  year  to  reflect  changing  market 
conditions. 


When  considering  the  effects  that  the  one-year  lag 
in  the  determination  of  values  has  on  taxpayers,  it  is 
important  to  consider  the  following  points: 

First,  the  principle  that  taxes  must  be  uniform  and 
equitable  demands  that  there  be  a  fixed  assessment 
date  as  of  which  all  properties  are  valued.  The  law 
establishes  January  1  in  order  to  provide  sufficient 
time  for  local  assessors  to  perform  all  the  work  re- 
quired. Even  if  it  were  physically  possible  to  continue 
to  update  values  based  on  current  sales  all  the  way 
up  to  the  time  the  tax  bills  are  mailed,  it  would  not 
be  desirable  because  some  taxpayers  in  a  commu- 
nity would  have  the  amount  of  their  taxes  determined 
on  the  basis  of  more  up-to-date  facts  than  other  tax- 
payers. 

Second,  Proposition  2  1/2,  with  its  constraints  dictat- 
ing the  amount  of  the  total  levy  in  a  community,  also 
limits  the  effects  of  adjustments  in  assessments.  If 
all  taxpayers'  values  could  somehow  be  artificially  lo- 
wered uniformly  to  current  market  value  at  this  mo- 
ment, the  total  tax  levy  would  remain  the  same.  The 
effect  of  the  change  would  be  to  raise  the  tax  rate 
that  results  when  the  new  (lower)  total  assessed  value 
is  divided  into  the  levy.  In  short,  tax  bills  would  re- 
main at  the  same  level  for  most  taxpayers. 

Questions  about  these  issues  may  be  addressed  to 
the  Bureau  of  Local  Assessment  at  (617)727-2300. 


INSIDE:  New  Growth  Update! 


Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Deputy  Commissioner 
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THE  DOMICILE  ISSUE 


This  month,  we  will  address  the  numerous  inquiries 
received  by  the  Property  Tax  Bureau  from  assessors 
and  taxpayers  concerning  eligibility  for  the  residen- 
tial exemption  and  the  so-called  "personal  exemp- 
tions" from  local  property  taxes.  A  crucial  element 
which  must  be  satisfied  by  the  taxpayer  is  the  issue 
of  domicile.  Domicile  or  legal  home  is  a  word  of  La- 
tin origin  which  by  definition  consists  of  three  ele- 
ments: (1)  actual  physical  presence  (2)  at  a  fixed 
dwelling  place  (3)  with  the  intention  to  remain  perma- 
nently. It  is  a  rule  of  law  that  a  person  has  only  one 
domicile.  He  may  maintain,  however,  several  resi- 
dences. Everyone  must  have  a  domicile  somewhere, 
and  once  established,  that  domicile  continues  until 
a  new  domicile  is  acquired  elsewhere. 


Each  one  of  the  three  factors  in  the  above  definition 
must  co-exist  to  create  domicile.  The  courts  have 
held,  for  example,  that  the  mere  intention  to  move 
to  a  community  to  take  up  permanent  residence  is 
not  enough  to  create  domicile.  There  must  be  both 
the  intention  to  establish  domicile  and  actual  physi- 
cal presence. 


A  residence  is  a  transient  place  of  dwelling  to  a  less- 
er degree  of  the  definition  of  domicile.  Examples  of 
a  residence  are  a  summer  home  in  Maine  or  an  apart- 
ment in  Boston  which  is  used  while  attending  college. 


State  statutes  and  local  ordinances  may  require  either 
residence  or  domicile  for  a  person  to  enjoy  a  particu- 
lar privilege.  For  example,  a  person  need  only  be  a 
resident  of  a  town  to  send  children  to  the  local  public 
school. 


Similarly,  an  individual  need  only  be  a  resident  in  a 
town  to  acquire  a  hunting  license  or  register  to  vote. 
A  taxpayer,  however,  who  seeks  an  exemption  for  the 
blind,  the  aged,  surviving  spouse  or  disabled  vete- 
ran must  first  conclusively  establish  he  was  domiciled 
in  a  particular  residence  in  the  community  as  of  July 
1  of  the  fiscal  year  in  question.  This  requirement  is 
set  forth  in  Chapter  59  Section  5  of  the  General  Laws. 
Domicile  is  also  important  to  a  taxpayer  who  lives  in 
a  community  which  has  adopted  the  residential  ex- 
emption. Chapter  59  Section  5C  permits  local  officials 
to  shift  a  greater  share  of  the  tax  burden  on  home 
owners  who  do  not  maintain  their  domicile  on  the 
community.  Eight  communities  in  fiscal  year  1989 
adopted  the  residential  exemption. 


Domicile  then  is  a  question  of  fact  which  the  asses- 
sors must  determine  after  reviewing  all  the  facts  and 
circumstances.  Evidence,  but  not  a  conclusive  deter- 
mination of  domicile,  is  registration  as  a  voter.  Other 
evidence  can  be  a  driver's  license,  federal  and  state 
tax  returns,  and  continuing  payment  of  taxes  in  the 
community.  Assessors  sometimes  question  whether 
a  husband  and  wife  can  each  maintain  a  separate 
domicile.  Massachusetts  no  longer  accepts  the  com- 
mon law  rule  that  a  wife's  domicile  follows  the  hus- 
band's domicile  until  a  legal  separation  or  remarriage. 
Under  certain  circumstances,  a  husband  and  wife 
could  each  have  a  separate  domicile.  In  Green  v. 
Commissioner,  364  Mass.  389  (1973),  the  Supreme 
Judicial  Court  held  that  a  wife  who  lived  apart  from 
her  husband  retained  her  premarital  domicile.  The 
taxpayer  in  that  case  presented  sufficient  evidence 
to  the  court  that  her  domicile  did  not  change  to  that 
of  her  husband  solely  because  of  her  marriage. 


In  some  cases,  not  being  domiciled  in  a  community 
can  be  advantageous  from  a  tax  standpoint.  Under 
the  provisions  of  the  Soldiers  and  Sailors  Civil  Relief 
Act  (50  U.S.C.  Up.  S.  574)  a  non-domiciliary  (without 
established  residence)  serviceman  in  Massachusetts 
under  military  orders  is  exempt  from  the  Mas- 
sachusetts motor  vehicle  excise  and  personal 
property  tax.  If  a  serviceman  comes  here  from 
another  state,  there  is  a  presumption  the  serviceman 
is  a  non-domiciliary.  Similarly,  if  the  serviceman 
enters  military  service  from  Massachusetts,  there  is 
a  presumption  that  he  continues  domicile  here.  This 
presumption,  however,  may  be  rebutted  by  substan- 
tial evidence. 


Finally,  the  assessors  should  deny  any  residential  ex- 
emption or  personal  exemption  application  where  the 
taxpayer  has  not  met  the  threshold  requirement  of 
domicile.  The  aggrieved  taxpayer,  however,  can  ap- 
peal to  the  Appellate  Tax  Board. 
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Division  of  Local  Services 


[Focus  -•  ) 

Update:  New  Growth,  FY83-FY90 


This  month's  FOCUS  updates  our  March  1988  edi- 
tion on  "New  Growth".  In  that  article,  we  explained 
that  new  growth  has  been  a  critical  factor  in  nnany 
communities'  finances  in  recent  years  by  providing 
some  additional  revenue-raising  flexibility  under 
Proposition  2  1/2.  This  update  shows  some  early 
warning  signs  that  the  new  growth  "safety  valve"  may 
be  of  diminishing  help  to  communities  as  the  real  es- 
tate market  slows  down,  compounding  the  financial 
problems  facing  the  Commonwealth's  cities  and 
towns. 

DEFINITION  OF  NEW  GROWTH 

Proposition  2  1/2  allows  a  community  to  increase  its 
levy  limit  (its  annual  levy  capacity)  by  an  amount 
based  upon  the  valuation  of  certain  new  construction 
and  other  growth  in  the  tax  base  that  is  not  the  result 
of  property  appreciation.  This  provision  recognizes 
that  new  development  results  in  additional  costs  to 
a  municipality.  For  example,  when  the  construction 
of  new  homes  occurs  in  a  community,  costs  associat- 
ed with  education  and  public  safety  go  up  because 
the  residents  of  these  new  homes  will  require  in- 
creased school  enrollment,  police  and  fire  protection, 
and  other  services. 

New  growth  becomes  part  of  the  levy  limit,  increas- 
ing at  the  rate  of  2.5%  each  year  as  the  levy  limit  in- 
creases. Reporting  new  growth  provides  a  community, 
with  an  opportunity  to  increase  its  levy  limit,  which 
can  provide  for  future  budget  flexibility. 

New  growth  covers: 

0  new  construction,  additions,  and  alterations  that 
result  in  new  dwelling  units  or  increases  in  assessed 
valuation  of  at  least  SOXfor  Residential  and  Open 
Space  property  and  increases  in  assessed  valuation 
of  at  least  $100,000  or  50%  for  Commercial,  Indus- 
trial, and  Personal  Property; 

o  exempt  property  returned  to  the  tax  roll  and  net  in- 
creases in  valuation  for  subdivision  parcels  and  con- 
dominium conversions. 


CHANGES  IN  NEW  GROWTH  PROCEDURES 

Since  1986,  the  Division  of  Local  Services  has  been 
enabling  communities  to  take  advantage  of  growth 
not  reported  for  prior  years  through  a  program  of 


retroactive  growth  certification.  Over  half  of  Mas- 
sachusetts communities  took  advantage  of  this  op- 
portunity to  increase  their  levy  limits. 

In  FY90,  new  growth  began  to  include  any  residen- 
tial property  upon  which  has  been  built  one  or  more 
new  dwelling  units.  In  addition,  a  tax  rate  cannot  be 
set  until  the  city  or  town  reports  its  growth  for  that 
year. 

Last  fall,  the  Division  of  Local  Services  announced  m 
a  change  in  tax  base  growth  reporting.  In  order  to  en-  • 
sure  that  each  community's  levy  limit  reflects  all  al-  m 
lowable  tax  base  growth,  communities  may  now  » 
submit  amended  new  growth  information  each  year. 
Amended  reports  for  FY90  and  future  years  may  be  - 
turned  in  any  time  prior  to  the  setting  of  the  tax  rate  * 
for  the  next  fiscal  year.  Communities  may  also  sub-  }' 
mit  amended  growth  information  for  FY87,  FY88,  and 
FY89. 

FINDINGS 

Statewide,  new  growth  has  provided  communities 
with  significant  increases  in  levy  capacity,  although 
the  impact  of  new  growth  on  communities'  levy  limits 
varies.  Of  the  statewide  FY89  levy  limit,  18%  is  at- 
tributable to  the  cumulative  impact  of  new  growth. 
Each  year  since  FY86,  new  growth  has  increased  the 
statewide  levy  limit  by  a  greater  amount  than  the  au-  • 
tomatic  2.5%  increase  allowed  for  by  Proposition  2 
1/2,  providing  critical  revenue  flexibility  under  the  tax-  t 
limitation  measure.  l 
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Between  FY83  and  FY86,  statewide  certified  new 
growth  increased  by  over  40%  each  year,  from  $35.4 
million  in  FY85  to  $114.3  million  in  FY86.  New 
growth  has  continued  to  increase  since  FY86, 
although  at  slower  rates.  On  average,  the  rates  of 
change  in  new  growth  are  significantly  lower  between 
FY89  and  FY90,  than  between  FY88  and  FY89.  For 
those  communities  with  new  growth  reported  for  both 
FY89  and  FY90,  new  growth  decreased  by  16%. 
(This  figure  may  overstate  the  decline  in  new  growth, 
however,  as  it  does  not  include  many  communities 
undergoing  recertification,  which  correlates  with  rela- 
tively high  new  growth  amounts). 

In  addition,  a  smaller  percentage  of  communities  are 
experiencing  increased  new  growth  for  FY90,  com- 
pared to  FY89. 
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CITY  &  Town  FOCUS: 


STATEWIDE  CERTIFIED  NEW  GROWTH 

Increase  from  prior  year 


FY83 

$  35,408,169 

FY84 

49,673,212 

40.3% 

FY85 

77,111,447 

55.2% 

FY86 

114,329,250 

48.3% 

FY87 

130,003,155 

13.7% 

FY88 

137,612,610 

5.9% 

FY89 

157,120,908 

14.2% 

FY90 

90,480,369 

(To  date) 

The  trend  of  steadily  increasing  new  growtli  appears 
to  have  slowed  down  considerably,  particularly  for 
FY90.  This  finding  is  supported  by  other  indicators, 
such  as  the  number  of  residential  building  permits  is- 
sued. For  example,  March  1989  building  permits  were 
down  by  46%  compared  to  the  year  before. 

This  slowdown  is  a  warning  signal  to  the  many  Mas- 
sachusetts communities  that  have  relied  on  expand- 
ing new  growth  to  provide  increased  levy  capacity. 
New  growth  figures  for  FY89  and  FY90  indicate  that 


as  a  source  of  increasing  revenue  capacity,  new 
growth  is  not  likely  to  be  as  substantial  in  the  future. 

The  351  printout  shows,  by  community,  Certified  New 
Growth  for  FY88,  FY89,  and  FY90  if  available,  and 
each  community's  average,  FY83  through  FY89.  We 
provide  an  average  for  each  community  as  a  bench- 
mark, to  enable  local  officials  to  compare  new  growth 
and  identify  any  trends  over  the  past  few  years.  (214 
communities  have  reported  new  growth  as  part  of  the 
tax  rate  setting  process  for  FY90.)  An  asterisk*  indi- 
cates that  a  community  is  undergoing  certification; 
new  growth  is  higher  in  a  certification  year.  The  chart 
illustrates  statewide  certified  new  growth,  FY83 
through  FY89. 

This  FOCUS  was  prepared  by  Julie  Slavet  of  the 
Analysis  Unit,  Tony  Rassias  of  the  Bureau  of  Ac- 
counts, and  Roger  Hatch  and  Elise  Sandel  of  the 
Municipal  Data  Bank. 


CERTIFIED  NEW  GROWTH 

Massachusetts  State  Totals 
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CITY  &  Town,  l-ebruary,  1990 


Division  of  Local  Services 


ANNOUNCING  ON-LINE  ACCESS  TO 
MUNICIPAL  DATA 


Last  December,  CITY  &  Town's  front  page  article 
described  the  capabilities  of  the  Municipal  Data  Bank 
located  here  at  the  Division  of  Local  Services.  In 
"Take  Our  Numbers.  .  .  Please!!",  we  illustrated  the 
many  types  of  financial  data  reports  the  Data  Bank 
can  produce  upon  request  and  the  response  has 
been  great! 

The  availability  of  this  data  to  local  officials  has  been 
taken  a  step  further  with  the  Municipal  Data  Bank's 
"Online  Data  Access  System".  Now,  officials  with 
computers  and  modems  can  obtain  such  popular 
comparative  and  trend  data  as: 

-  Expenditures  by  Function 

-  Revenues  by  Source 

-  Excess  Levy  Capacity 

-  Assessed  Values  and  Tax  Rates 

-  Population,  Income,  Enrollment 

-  Parcel  Counts 


These  are  some  of  the  many  different  files  stored  in 
LOTUS  format  and  downloaded  via  the  user's  mod- 
em into  his/her  own  computer. 

For  more  information  and  a  password,  public  officials 
may  contact  Burt  Lewis,  System  Operator  at  (617) 
727-2300  during  business  hours.  Information  can  be 
obtained  using  a  modem  and  the  number  (617) 
227-6533  24  hours  a  day. 


THE  LATEST  IN  TECHNICAL  ASSISTANCE 


ORANGE  AND  MIDDLEBOROUGH: 
Revenue  and  Expenditure  Forecast 


The  Division  of  Local  Services  recently  completed  two 
separate  forecasts  for  the  towns  of  Orange  and  Midd- 
leborough.  The  three  year  forecasts,  which  were  pre- 
pared at  the  request  of  the  Board  of  Selectmen  of 
each  town,  reviewed  each  town's  present  financial 
condition  and  compared  the  cost  of  maintaining  the 
current  (FY90)  level  of  services  for  the  next  three  fis- 
cal years  to  projected  revenues.  The  forecast  classi- 
fies the  difference  between  projected  annual 
revenues  and  expenditures  as  funds  available  for  dis- 
cretionary purposes.  These  funds  are  an  estimate  of 
the  town's  ability,  using  current  sources  of  revenue, 
to  expand  existing  services,  initiate  new  services,  pro- 
vide for  salary  increases,  or  finance  capital  expen- 
ditures. 


FITCHBURG: 

Review  of  City  Financial  Controls  as 
Related  to  the  School  Department 

At  the  request  of  the  Mayor,  the  Division  of  Local 
Services  examined  the  financial  systems  and  proce- 
dures of  the  city  of  Fitchburg  as  they  relate  to  the 
School  Department  and  made  recommendations  for 
improvement.  This  review  addressed  current  opera- 
tions, staffing,  accounting  records,  computer  soft- 
ware, and  purchasing  procedures.  The  result  was  the 
identification  of  needed  improvements  in  financial 
systems  so  that  the  city  may  exercise  greater  budge- 
tary control.  The  improvements  include  improved  po- 
sition control,  the  establishment  of  a  comprehensive 
purchase  order  and  encumbrance  system,  and  the 
refinement  of  procedures  to  insure  proper  posting  to 
accounts  and  the  monthly  reconciliation  of  financial 
information  maintained  by  school  and  municipal 
officials. 


Division  of  Local  Services 


CITY  &  Town,  February,  1990 


FEBRUARY  15:  Treasurer— Second-quarter  recon-  FEBRUARY:  DOR:  Bureau  of  Accounts— G/ve  notice 

ciliation  of  cash  (due  45  days  after  the  end  of  the  of  Values  per  acre  of  different  classification  of  land 

quarter)  SEE  November's  First  Quarter  Reconcilia-  on  agricultural  or  horticultural  use. 
tion  of  Cash. 


FEBRUARY:  Finance  Committee— Conf/nue  budget 
review  and  develop  recommendations.  This  will  de- 
pend on  dates  of  town  meetings. 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
Services,  is  published  twelve  times  per  year.  The 
Division  is  responsible  for  oversight  and  assis- 
tance to  cities  and  towns  in  achieving  equitable 
property  taxation  and  efficient  fiscal  manage- 
ment. (617)  727-2300 
Editor:  Elizabeth  Rose  Anderson 


CITY  &  Town 
Division  of  Local  Services 
200  Portland  Street 
Boston,  MA  02114-1715 

Address  Correction  Requested 
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CITY  &Town 


A  monthly  publication  of  the  Massachusetts  Department  of  Revenue's  Division  of  Local 


NEW  LEGISLATION  LIMlftf 
REPAIR  PLATE  MISUSE 


Last  year,  CITY  &  Town  devoted  a  great  deal  of  time 
and  space  to  the  issue  of  repair  plate  abuse.  What 
proved  to  be  one  of  our  more  popular  features  in- 
volved publishing  a  different  incidence  of  flagrant 
repair  plate  abuse  every  month.  Massachusetts  law 
has  exempted  motor  vehicles  operated  under  repair 
plates  from  payment  of  a  motor  vehicle  excise  if  such 
vehicles  were  used  exclusively  for  business  pur- 
poses. Many  people  were  attaching  repair  plates  to 
private,  luxury  and  other  personal  vehicles.  Because 
the  vehicles  were  not  registered,  neither  sales  tax 
nor  motor  vehicle  excise  taxes  were  paid.  These 
cases  of  repair  plate  abuse  collectively  deprived  both 
the  state  and  cities  and  towns  of  millions  of  dollars 
in  revenue. 

A  two-part  effort  was  initiated  to  stop  repair  plate 
abuse.  The  first  part  involved  going  after  existing  vio- 
lators. Teams  of  Department  of  Revenue  field  inves- 
tigators began  visiting  repair  sites  across  the 
Commonwealth  to  see  that  repair  plates  issued  to 
each  site  were  being  properly  used  or  a  sales  tax 
collected.  Monthly  reports  documenting  the  results 
of  the  investigation  listed  unregistered  and  untitled 
motor  vehicles  which  had  been  operated  with  repair 
plates.  In  addition,  the  Division  enlisted  the  help  of 
CITY&  Town  readers  who  were  asked  to  report  mis- 
used repair  plate  sightings.  The  response  and  the 
results  of  this  first  step  were  tremendous.  By  Janu- 
ary of  1990,  approximately  $3.1  million  in  sales  tax 
was  collected.  The  motor  vehicle  excise  to  be  col- 
lected on  these  vehicles  is  expected  to  be  twice  as 
much. 

The  second  part  of  the  effort  involved  enacting  laws 
to  virtually  eliminate  the  potential  for  misuse.  Sec- 
tions 53  through  64  of  Chapter  653  of  the  Acts  of 
1989  establish  a  number  of  provisions  which  further 
r'egulate  the  use  of  repair  plates.  The  following 
changes  will  make  the  misuse  of  repair  plates  prac- 
tically impossible: 


0  All  exemptions  from  the  motor  vehicle  and  trail- 
er excise  for  repair  plate  usage  have  been 
eliminated. 

o  All  exemptions  from  the  motor  vehicle  and  trail- 
er excise  for  repair  plate  usage  have  been 
eliminated. 

0  A  requirement  has  been  established  that  such 
plates  be  used  solely  to  transport  unregistered 
motor  vehicles  to  repair  establishments  for 
repairs  and/or  to  road-test  such  vehicles  after 
repairs  have  been  accomplished. 

o  The  use  of  repair  plates  has  been  limited  to  ve- 
hicles controlled  by  repairmen.  These  plates 
can  no  longer  be  used  on  any  vehicle  owned 
by  a  repairman. 

o  The  definitions  of  "repairman"  and  "estab- 
lished place  of  business"  in  determining  eligi- 
bility of  obtaining  repair  plates  have  been 
modified. 

0  There  will  be  an  assessment  of  a  fifty  dollar  fee 
for  each  repair  plate  issued,  payable  to  the  city 
or  town  where  the  plate  is  registered. 


It  has  been  estimated  that  these  new  provisions,  ef- 
fective for  the  registration  year  beginning  January 
1,  1991,  will  mean  an  additional  $10  million  in 
revenue  annually  for  cities  and  towns  statewide. 

If  you  have  any  questions  regarding  the  new  repair 
plate  regulations,  please  contact  Bruce  Stanford  of 
the  Property  Tax  Bureau,  Division  of  Local  Services 
at  (617)  727-2300. 
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Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Deputy  Commissioner 


A  CITY'S  TAX  FACTOR  AND  THE 
REFERENDUM  PROCEDURE 


A  tax  classification  vote  made  by  a  city  council  is  not 
subject  to  the  referendum  procedure,  according  to  the 
Supreme  Judicial  Court.  This  was  the  decision  ren- 
dered in  Andrade  v.  City  Council  of  Gloucester,  406 
Mass  337  (1989). 


In  September  of  1988,  the  Gloucester  City  Council  de- 
termined the  percentages  of  the  tax  levy  to  be  borne 
by  the  various  classes  of  real  and  personal  property 
pursuant  to  Chapter  40  section  56  of  the  General 
Laws.  The  city  council's  vote  shifted  a  greater  per- 
centage of  the  total  tax  levy  for  fiscal  year  1989  onto 
the  commercial,  industrial  and  personal  property 
classes. 


Disgruntled  residents  decided  to  challenge  the  vote 
and  presented  the  city  clerk  with  a  referendum  peti- 
tion with  the  number  of  signatures  required  by  Chap- 
ter 43  Section  42  of  the  General  Laws.  This  section 
provides  that  the  "final  passage  of  any  measure"  by 
a  city  council  may  be  the  subject  of  a  referendum  pe- 
tition. 


Upon  the  advise  of  legal  counsel,  the  city  council  de- 
termined that  the  vote  on  levy  percentages  did  not 
constitute  a  "measure"  of  the  sort  which  was  sub- 
ject to  the  referendum  procedure.  Consequently,  the 
city  council  decided  not  to  submit  this  issue  to  the 
voters.  Fiscal  year  1989  tax  bills  were  mailed  and  pay- 
ments were  collected  in  the  usual  manner. 


At  the  outset,  the  court  agreed  that  if  the  city  coun- 
cil's September  27th  vote  was  a  "measure"  within 
the  meaning  of  Chapter  43  Section  42  of  the  Gener- 
al Laws,  then  this  subject  matter  should  have  been 
submitted  to  the  voters.  The  court  noted  that  the  term 
"measure"  is  defined  by  statute  as  "an  ordinance, 
resolution,  order  or  vote  passed  by  the  city  council." 
Prior  court  decisions  have  interpreted  "measure"  to 
mean  that  only  legislative  acts  of  the  city  council  are 
subject  to  the  referendum  procedure.  Executive  acts, 
however,  are  not  subject  to  referendum. 


By  the  Court's  definition,  an  act  is  legislative  if  it  cre- 
ates new  law.  If  it  executes  a  law  already  in  existence, 
it  is  an  executive  act.  The  Court  therefore  decided 
that  the  vote  on  levy  percentages  was  an  executive 
act  and  not  subject  to  the  referendum  procedure. 


The  Court  considered  several  factors  in  applying  the 
legislative-executive  test.  The  vast  majority  of  Mas- 
sachusetts communities  have  the  board  of  selectmen 
make  the  tax  factor  decision.  The  board  of  selectmen 
is  an  executive  body  and  the  votes  of  the  board  are 
subject  to  town  meeting  approval.  In  towns,  the  de- 
termination is  clearly  of  an  executive  nature.  Given 
that  fact,  the  court  doubted  that  the  legislature  intend- 
ed the  tax  factor  decision  in  cities  to  be  character- 
ized differently.  Furthermore,  the  setting  of  tax  rates 
involves  state  and  local  officials.  These  officials  are 
engaged  in  the  implementation  or  execution  of  ex- 
isting laws. 


The  group  of  residents  disagreed  with  the  city  coun- 
cil's decision  and  brought  suit,  contending  that  the 
determination  of  levy  percentages  was  clearly  a 
"measure"  subject  to  voter  approval  under  the  statu- 
tory procedure.  The  case  ultimately  came  before  the 
Supreme  Judicial  Court  which  ruled  that  the  issue 
had  become  moot.  Tax  bills  for  fiscal  1989  had  been 
sent  to  taxpayers  and  had  already  been  collected. 
Although  there  was  no  present  controversy  in  the 
Court's  view,  it  stated  its  views  in  light  of  the  issue's 
importance  and  the  likelihood  of  further  litigation. 


Based  on  the  overall  process,  it  was  apparent  to  the 
Court  that  the  city  council  vote  should  be  character- 
ized as  an  executive  act.  The  Court  recognized  that 
if  a  tax  factor  decision  could  become  the  subject  of 
a  referendum  vote,  the  potentially  indefinite  delay  in 
collecting  tax  revenues  could  prove  ruinous  for  a  com- 
munity. In  the  Court's  view,  such  a  result  would  be 
contrary  to  legislative  intent.  The  case  Andrade  v. 
City  Council  of  Gloucester  was,  by  this  reasoning,  dis- 
missed. 
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Jivision  OT  Local  bervices 


Focus 


on 


Municipal 
Finance 


Quarterly  Tax  Payments 


The  cash  flow  and  revenue  problems  currently  be- 
ing experienced  In  Massachusetts  cities  and  towns 
are  expected  to  escalate  In  FY91 .  In  such  a  climate, 
It  is  important  for  local  officials  to  explore  all  avenues 
available  for  achieving  savings  and  increasing 
earnings. 

One  such  opportunity  Is  a  new  option  that  allows  for 
the  use  of  quarterly  tax  bills,  as  provided  In  Section 
41  of  Chapter  653  of  the  Acts  of  1 989  (the  supplemen- 
tal state  budget).  Effective  July  1 , 1990,  this  local  op- 
tion legislation  will  enable  cities  and  towns  to  collect 
the  property  tax  four  times  a  year  instead  of  twice. 
We  estimate  that  if  this  change  were  implemented 
statewide,  communities  could,  depending  on  Interest 
rates,  realize  as  much  as  $48.9  million  in  a  combi- 
nation of  increased  interest  earnings  and  reduced 
borrowing  costs  in  FY91 ,  with  similar  savings  antici- 
pated In  future  years  as  well. 

This  FOCUS  illustrates  how  quarterly  tax  billing  will 
work,  and  provides  estimates  of  the  benefits  for  each 
city  and  town.  We  hope  this  Information  will  help  you 
in  determining  whether  or  not  to  adopt  this  change 
in  your  community. 

HOW  QUARTERLY  BILLS  WILL  WORK 

Under  the  current  system  of  semi-annual  billing, 
property  tax  bills  are  mailed  twice  a  year,  ideally  Oc- 
tober 1  and  April  1 .  Taxes  are  collected  twice  a  year 
with  November  1  and  May  1  being  the  ideal  due 
dates.  In  reality,  the  bulk  of  tax  bills  are  mailed  late 
with  some  but  not  all  delays  being  attributable  to 
revaluation. 

In  contrast,  using  a  system  of  quarterly  bills,  pay- 
ments would  be  made  four  times  a  year  -  due  on  the 
first  of  August,  November,  February  and  May.  Quart- 
erly payments  would  not  require  bills  to  be  mailed  four 
times  a  year.  A  system  can  be  devised  to  save  work 
In  the  assessors'  office  by  having  bills  issued  twice 
but  with  bill  notices  included  for  the  subsequent  pay- 
ment. While  there  will  be  some  increased  adminis- 
trative costs  in  the  assessors'  and  collectors'  offices, 
these  costs  should  be  more  than  offset  by  increased 
income  and  savings. 

The  first  two  payments  under  a  quarterly  system  will 
be  equal  to  one  half  of  the  prior  year's  bills.  The  final 
two  quarters  represent  the  actual  tax  payments  owed 
minus  the  first  and  second  payments.  This  will  be 


similar  to  the  current  system  of  using  estimated  bills, 
but  will  Include  two  additional,  accelerated  payments. 

BENEFITS 

The  most  important  benefit  to  communities  will  be  in 
the  form  of  increased  investment  income  and/or 
reduced  tax  anticipation  borrowing  costs.  These  sav- 
ings are  detailed  below.  In  addition,  a  quarterly  sys- 
tem offers  the  following  advantages: 

o  A  more  regular  billing  cycle.  Since  the  first  two 
bills  would  always  be  estimated,  the  tax  cycle 
would  become  more  standardized  and 
predictable. 

o  Avoidance  of  interest  rebates  required  by  the 
Tax  Reform  Act  of  1986,  This  statute  requires 
municipalities  to  rebate  to  the  federal  govern- 
ment interest  earned  if  the  city  or  town  borrows 
over  a  certain  level.  The  reduced  level  of  tax  an- 
ticipation borrowing  resulting  from  use  of  quart- 
erly bills  will  help  municipalities  stay  below  this 
level. 

0  Reduced  borrowing  costs  for  large  borrow- 
ers. Large  borrowers  will  have  a  better  chance 
of  issuing  "Bank  Qualified  bonds  and  notes" 
under  the  Tax  Reform  Act  of  1986,  resulting  in 
reduced  borrowing  costs  for  tax  anticipation 
notes. 

In  effect,  a  system  of  quarterly  tax  payments  means 
that  one  half  of  each  half  year  of  taxes  due  will  be 
paid  three  months  early.  To  estimate  the  increased 
investment  income  that  communities  will  gain  through 
quarterly  tax  payments,  we  used  the  method 
described  below.  This  calculation  utilizes  an  interest 
rate  of  9%.  It  is  important  to  note  that  the  potential 
savings  vary  according  to  the  interest  rate  used  so 
you  may  want  to  adjust  the  interest  rate  as  appropri- 
ate in  evaluating  the  analysis  for  your  community. 

The  calculation  of  benefits  from  quarterly  tax  pay- 
ments is  as  follows:  STEP  ONE  -  we  use  the  actual 
FY90  levy,  if  available.  If  not  available,  we  use  the 
FY89  or  FY88  actual  levy.  STEP  TWO  -  we  divide  the 
levy  by  one  half,  to  represent  the  total  amount  of  the 
levy  that  would  be  collected  three  months  early.  STEP 
THREE  -  we  multiply  the  result  by  9%,  the  investment 
rate  at  which  early  tax  payments  will  earn  interest, 
then  divide  by  four  to  account  for  the  three  months 
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(or  one  quarter  of  the  year)  during  which  these  pay- 
ments will  earn  interest.  From  this  calculation,  we  get 
the  potential  dollar  benefit  to  communities  of  im- 
plementing quarterly  tax  payments. 

FINDINGS 

Communities  are  estimated  to  save  a  total  of  $48.9 
million  due  to  quarterly  tax  payments  statewide.  The 
potential  benefit  per  community  ranges  from  a  low 
of  $1,137  to  a  high  of  $5.8  million. 

Because  this  calculation  assumes  that  all  bills  are  cur- 
rently mailed  out  on  time,  it  is  likely  that  our  estimate 
understates  the  potential  dollar  benefit  to  be  gained 
by  the  many  communities  that  generally  mail  their 
bills  out  late. 


The  following  table  provides  for  each  community:  the 
fiscal  year  of  the  most  recently  set  tax  rate;  the 
amount  of  the  levy  for  this  fiscal  year;  the  amount  of 
the  levy  accelerated,  i.e.,  the  amount  of  the  levy  to 
be  paid  early;  the  potential  benefit  in  terms  of  invest- 
ment savings  due  to  early  payment;  and  the  poten- 
tial benefit  as  a  percent  of  the  budget. 

This  data  is  also  available  on  diskette  and  through 
on  line  access  via  a  user's  modem  into  a  computer. 
For  more  information,  please  contact  the  Municipal 
Data  Bank  at  727-2300. 

This  FOCUS  was  prepared  by  Julie  Slavet  and  Les- 
lie Kirwan  of  the  Analysis  Unit,  Debbie  DePerri  and 
Roger  Hatch  of  the  Municipal  Data  Bank,  and  Allan 
Tosti  of  the  Bureau  of  Accounts. 


A  FOCUS  TOPICS  INDEX  FOR  YOUR 
REQUEST  CONVENIENCE 

We  often  receive  requests  from  our  readers  who  wish 
extra  copies  of  FOCUS  sections  from  past  issues.  The 
CITY  &  Town  FOCUS  is  a  regular  supplement  that 
reports  on  topics  of  municipal  finance.  The  purpose 
of  the  series  is  to  demonstrate  the  capabilities  of  the 
Municipal  Data  Bank  and  to  provide  a  regular,  in-depth 
and  concise  look  at  specific  topics  of  municipal  finance 
that  may  be  of  interest  to  local  officials  and  other 
concerned  readers.  Every  FOCUS  report  is  developed 
by  the  Analysis  Unit  and  Data  Bank  staff  of  the 
Division  of  Local  Services. 

The  FOCUS  section  has  been  a  popular  feature  of 
CITY  &  Town  since  January  of  1988.  The  following  is 
a  complete  index  of  FOCUS  topics  since  we  began 
the  series  two  years  ago. 
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LEVEL  DEBT  SERVICE  PAYMENT  PLAN 
AVAILABLE  FOR  SCHOOL  CONSTRUCTION 


The  Bureau  of  Accounts  recently  issued  an  Infornna- 
tional  Guideline  Release  (I.G.R.)  on  new  legislation 
which  will  allow  municipalities  and  districts  to  match 
their  debt  repayment  schedule  more  closely  to  that 
set  up  for  school  building  assistance  reimbursements 
which  are  paid  in  equal  annual  installments.  Chap- 
ter 224  of  the  Acts  of  1989  authorizes  cities,  towns 
and  regional  school  districts  issuing  debt  for  school 
construction  or  renovation  projects  to  arrange  the 
debt  service  so  that  the  total  amount  of  principal  and 
interest  falling  due  each  year  are  as  close  to  being 
equal  as  possible.  This  will  allow  municipalities  and 
districts  to  retain  the  right  to  issue  such  debt  with  a 
repayment  schedule  providing  for  equal  or  more  rapid 
amortization  of  principal  each  year. 

Municipalities  and  regional  school  districts  may  now 
issue  debt  for  school  construction  projects  using  lev- 
el debt  service  payments.  Use  of  the  new  level  debt 
service  option  will  result  in  greater  interest  payments 


over  the  life  of  the  bond  issue  than  would  be  owed 
on  debt  issued  for  the  same  term  under  the  existing 
level  principal  payment  option. 

If  a  municipality  or  district  chooses  to  adopt  the  debt 
service  option,  there  will  be  no  increase  in  the  amount 
of  school  building  assistance  because  of  the  in- 
creased interest  costs  that  will  be  incurred.  Lastly,  be- 
cause this  act  does  not  amend  either  the  general  laws 
or  Chapter  645,  treasurers  should  take  care  to  note 
this  option  so  they  will  be  aware  of  it  the  next  time 
their  municipality  or  district  issues  such  debt  obli- 
gations. 

If  you  have  any  questions  regarding  this  legislative 
change,  please  contact  Allan  Tosti,  Director  of  Treas- 
ury Management  -  Bureau  of  Accounts,  Division  of  r 
Local  Services  (617)  727-2300. 


mm        DLS  COURSE  CALENDAR 


BEGINNING  FEBRUARY  28,  MARCH  7,  21,  AND 

28:Course  301 ,  Course  for  Treasurers  \n\\\  be  held  at 
Holyoke  Community  College,  303  Homestead 
Avenue  in  Holyoke  from  9:00  am  to  4:00  pm  on  Wed- 
nesdays (except  March  14). 

BEGINNING  FEBRUARY  28,  MARCH  7,  14,  21,  28: 

The  Department  of  Revenue;  Course  101,  Assess- 
ment Administration:  Law,  Procedures,  Valuation  w\\\ 
be  held  at  Randolph  High  School  on  Memorial  Drive 
in  Randolph  from  7:00  to  10:00  pm  on  Wednesdays.  * 

MARCH  1 ,  8,  22,  29,  APRIL  5:  Course  201 ,  Course 
for  tlie  Collection  of  Taxes  will  be  held  at  Berkshire 
Community  College  on  West  Street  in  Pittsfield  from 
7:00  to  10:00  pm  on  Thursdays. 


MARCH  6, 13,  20,  27:  Course  101 ,  Assessment  Ad- 
ministration: Law,  Procedures,  Valuation  m\\  also  be 
conducted  at  Holyoke  Community  College,  303 
Homestead  Avenue  in  Holyoke  from  7:00  to  10:00  pm 
on  Tuesdays.  * 

*  Both  sessions  of  the  Assessors  Course  will  run  into 
April. 


THE  LATEST  IN  TECHNICAL  ASSISTANCE 


NORFOLK  AND  WINCHENDON:  Revenue  and  Expenditure  Forecast 


The  Division  of  Local  Services  recently  completed 
forecasts  for  the  towns  of  Norfolk  and  Winchendon. 
The  three-year  forecasts  were  prepared  at  the  request 
of  the  Board  of  Selectmen  and  compared  the  cost 
of  maintaining  the  current  (FY90)  level  of  services  for 
the  next  three  fiscal  years  to  projected  revenues.  The 
forecast  classifies  the  difference  between  projected 


annual  revenues  and  expendituies  as  funds  availa- 
ble for  discretionary  purposes.  These  funds  are  an 
estimate  of  the  town's  ability,  using  current  sources 
of  revenue,  to  expand  existing  services,  initiate  new 
services,  provide  for  salary  increases,  or  finance  cap- 
ital expenditures. 
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MUNICIPAL  FISCAL  CALENDAR 


MARCH  1 :  Non-Profit  Organizations  -  Final  filing  date 
for  3 ABC  forms  unless  extended  by  the  Assessors 
in  writing  to  April  1. 

MARCH  31  :Accountant  -  Certify  total  proceeds  from 
sale  of  tax  title  possessions  and  receipts  from  tax  ti- 
tle redemptions,  in  addition  to  prior  fiscal  year's  real 
and  personal  property  tax  collections.  The  Accoun- 
tant may  certify  these  receipts  to  the  DOR  for  the  pur- 
pose of  updating  free  cash  and  DOR  will  then  infornn 
the  Assessors. 


This  certification  relates  to  the  updating  of  Free  Cash. 
If  Free  Cash  is  adjusted  through  March  31 ,  it  will  in- 
clude these  proceeds  and  receipts  as  well  as  collec- 
tions of  prior  year  property  taxes,  as  approved  by 
DOR.  Free  Cash  is  an  available  fund  which  may  be 
appropriated  at  a  special  or  annual  town  meeting. 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
Services,  is  published  twelve  times  per  year.  The 
Division  is  responsible  for  oversight  and  assis- 
tance to  cities  and  towns  in  achieving  equitable 
property  taxation  and  efficient  fiscal  manage- 
ment. (617)  727-2300 
Editor:  Elizabeth  Rose  Anderson 
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CITY  &Town 


A  monthly  publication  of  the  Massachusetts  Department  of  Revenue's  Division  of  Local  Services 


REPORT  OF  THE  GOVERNOR'S 
TASK  FORCE  ON  LOCAL  FINANCE 


Early  this  fiscal  year,  a  panel  of  government  and  busi- 
ness leaders  was  assembled  by  Governor  Dukakis  to 
form  the  Governor's  Task  Force  on  Local  Finance.  The 
Task  Force  was  chaired  by  Shawmut  Bank's  John  P. 
Hamill  and  was  charged  with  reviewing  current 
problems  in  local  finance,  studying  the  history  of  those 
problems  and  developing  recommendations  for  solv- 
ing them.  The  findings  and  recommendations  of  the 
Task  Force  were  previewed  in  December  and  the  final 
report  was  issued  in  late  January. 

This  issue  of  CITY  &  Town  is  almost  entirely  devoted 
to  explaining  in  summary  the  conclusions  and  recom- 
mendations of  the  Hamill  Task  Force,  for  they  will 
undoubtedly  prove  to  be  at  the  center  of  discussions 
on  coping  with  the  fiscal  stress  currently  being 


experienced  by  Massachusetts  communities.  It  is 
therefore  advisable  for  CITY  &  Town  readers  to  familia- 
rize themselves  with  the  report's  contents  and  major 
recommendations.  Following  our  summary  of  the 
report,  this  month's  FOCUS  examines  the  projected 
dollar  impact  of  the  recommended  changes. 

We  hope  you  find  this  information  useful.  The  Shaw- 
mut Bank  has  distributed  the  Hamill  report  to  all  cities 
and  towns.  Please  contact  the  office  of  your  Mayor  or 
Board  of  Selectmen  to  obtain  a  copy  of  the  report. 


The  goal  of  the  Task  Force  was  to  recommend  a  struc- 
ture for  financing  local  government.  The  Hamill  report 
examines  government  finance  since  Proposition  2  1/2 
and  attempts  to  anticipate  the  factors  that  will  influence 
local  costs  in  the  future,  such  as  demographic,  eco- 
nomic, and  state  and  local  policy  changes. 

These  recommendations  "envision  a  local  revenue 
structure  in  which  the  two  largest  revenue  streams  — 
local  property  taxes  and  state  revenue  sharing  funds 
—  are  predictable,  dependable,  and  responsive  to  eco- 
nomic reality.  The  Task  Force  seeks  greater  flexibility 
with  regard  to  sources  of  income.  The  use  of  that 
flexibility,  whether  for  cost  recovery  through  fees, 
local  option  excise  taxes  or  additional  state  support  for 


particular  program  priority,  will  depend  on  decisions 
to  be  taken  at  the  local  and  state  level,  and  the  politi- 
cal will  to  make  and  implement  those  decisions." 

The  Task  Force  report  stresses  that  its  recommenda- 
tions on  local  aid  and  property  taxes  be  considered 
as  interdependent,  with  the  objective  being  a  stable 
local  revenue  structure.  Statewide  impacts  conceal 
enormous  differences  between  communities.  To  allow 
all  local  governments  equal  benefit  from  a  more 
responsive  revenue  structure,  the  Task  Force  con- 
cludes, changes  must  be  made  in  existing  local  aid 
and  in  property  tax  policies. 


Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Deputy  Commissioner 


Divisibh  or  Local  Services 


LOCAL  AID  RECOMMENDATIONS 


Among  all  its  conclusions  and  recommendations,  the 
Task  Force  perceives  as  central  its  proposal  regard- 
ing the  future  of  local  aid,  which  it  calls  revenue 
sharing.  The  report  stresses  the  importance  of 
revenue  sharing  as  a  key  ingredient  of  the  state  and 
local  partnership,  particularly  in  light  of  the  increased 
reliance  by  local  governments  on  state  aid  over  the  last 
decade.  In  its  words,  "The  Task  Force  believes  that 
a  formal  revenue  sharing  policy  is  an  essential 
component  of  the  commonwealth's  financial  structure." 

As  background  to  its  recommendations,  the  Task  Force 
observes,  "In  the  years  following  adoption  of  the  local 
tax  limit,  until  the  current  year,  the  state  followed  an 
informal  revenue  sharing  policy  that  made  it  possible 
for  local  governments  to  reduce  and  stabilize  property 
taxes  and  continue  to  support  schools,  protect  public 
safety  and  provide  the  other  services  that  citizens 
require  or  expect  of  their  cities  and  towns.  .  .the  poli- 
cy resulted  in  the  allocation  of  an  increasing  share  of 
state  revenues  to  local  support.  It  was  an  ambitious 
policy  that  could  not  be  sustained  when  revenue 
growth  flattened . . ." 

The  Task  Force  identifies  three  major  issues  to  be 
addressed  in  development  of  this  policy:  What  is  the 
appropriate  level  of  aid?  How  should  aid  be  allocat- 
ed? When  should  aid  decisions  be  made? 

Further,  the  Task  Force  offered  a  number  of  criteria  it 
felt  should  govern  a  revenue  sharing  policy.  First,  the 
policy  must  be  even-handed,  favoring  neither  state  nor 
local  interests  or  programs.  Second,  to  the  extent 
possible,  all  state-collected  taxes  should  be  included 
in  the  shared  funds.  Finally,  revenue  sharing  should 
be  predictable  in  both  timing  and  allocation  method, 
for  state  budget  makers  and  local  officials  alike. 

The  Task  Force's  recommendations  on  local  aid  are 
summarized  as  follows: 

Base  level  of  local  aid  on  fixed  percentage  of  known 
state  taxes.  For  local  aid  to  be  stable  and  predictable, 
the  Task  Force  recommends  a  revenue  sharing  policy 
that  allocates  a  fixed  percentage  of  state  taxes  for 
unrestricted  local  support.  The  percentage  should  be 
applied  to  the  most  recent  known  year  of  actual  state 
revenue  collections  in  order  to  eliminate  both  debate 
about  the  amount  of  money  that  should  be  available 
and  the  problems  inherent  in  using  estimates  of  future 
revenue  collections.  In  practice,  this  means  going  back 
two  fiscal  years  to  get  final,  complete  data. 


tery  Commission.  This  percentage  is  deemed  to  be 
where  the  local  share  of  these  taxes  stands  now  (in 
FY89,  the  share  would  have  been  25%).  This  level  of 
new  aid  would  fund  increases  in  unrestricted  aid,  now 
funded  under  the  titles  of  Ch.  70  school  aid,  regional 
school  aid,  additional  assistance  and  the  lottery  distri- 
bution. 

The  task  force  recommends  that  the  local  share  be 
revisited  if  there  is  a  significant  change  in  state-local 
responsibilities. 

Allocate  aid  using  existing  needs-based  formula. 

The  task  force  recommends  that  the  present  process 
for  allocation  of  revenue  sharing  funds  under  the 
"needs  based"  formula  be  continued  for  all  aid  except 
regional  school  aid;  this  means  that  the  existing 
lottery  formula  would  be  eliminated.  The  Task  Force 
further  recommends  that  the  needs-based  formula 
continue  to  be  scrutinized  annually  for  necessary 
changes,  and  that  the  current  Chapter  70  formula  be 
reevaluated  as  to  its  usefulness  and  appropriateness 
as  a  school  funding  formula. 

Provide  early  notification.  The  Task  Force  recom- 
mends that  estimates  of  receipts  from  the  state  be 
available  when  local  officials  are  developing  spending 
plans.  The  payment  schedule  during  the  budget  year 
should  be  reliable  and  strictly  adhered  to  so  that  local 
governments  can  manage  cash  flow  and  plan 
accordingly. 

Existing  categorical  aid  (which  represents  an  additional 
$600  million  in  direct  local  aid)  is  intentionally  not 
addressed  in  the  Hamill  report.  According  to  the  Task 
Force,  "the  funding  for  these  aid  programs  will  con- 
tinue to  reflect  decisions  made  as  a  part  of  the  annual 
state  budget  process.  As  a  part  of  this  annual  process, 
special  aid  programs  should  be  reviewed  to  ensure  that 
each  one  continues  to  implement  a  goal  that  is  a 
continuing  state  phority."  Examples  of  such  programs 
include:  School  Building  Assistance,  School  Transpor- 
tation Aid,  Equal  Educational  Opportunity  Grants, 
library  aid,  and  reimbursements  for  property  tax 
exemptions  for  senior  citizens  and  veterans. 

Regarding  local  aid  recommendations,  the  Task  Force 
believes  "the  commitment  a  fixed  revenue  sharing  poli- 
cy requires  and  the  discipline  it  imposes  should 
establish  a  relationship  that  will  benefit  both  state  and 
local  governments." 


The  level  of  aid  recommended  by  the  Task  Force  is 
26%  of  all  state  taxes  except  gas  tax  revenues 
earmarked  by  the  constitution  for  the  highway  fund, 
plus  revenues  of  all  the  games  run  by  the  State  Lot- 
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Impact  of  Recommendations  of 
The  Governor's  Task  Force  on  Local  Finance 


This  FOCUS  examines  the  community-by-community 
impact  of  four  of  the  recommendations  made  by  the 
Governor's  Task  Force  on  Local  Finance  (see  related 
article  in  this  issue  of  CITY  &  Town).  We  look  at  the 
following  recommendations: 

o  Index  the  annual,  automatic  increase  in  the  levy 
limit  to  inflation.  The  measure  proposed  to  replace 
the  current  2.5%  increase  is  a  three  year  average 
of  the  index  of  prices  paid  by  state  and  local  govern- 
ments for  goods  and  services,  calculated  by  the  U.S. 
Department  of  Commerce. 
The  impact  of  this  recommendation  is  an  esti- 
mated $92  million  in  additional  taxing  capacity 
statewide  in  FY91. 

o  Include  the  value  of  all  improvements  in  new 
growth. 

The  annual  impact  of  this  recommendation  is  an 
estimated  $18  million  statewide. 

o  Allow  communities  to  tax  in  the  current  fiscal 
year,  new  construction  and  improvements  built 
between  January  1  and  June  30.  This  provision 
is  at  local  option. 

This  new  law  is  estimated  to  have  a  one-time 
statewide  impact  of  $61  million  in  FY91. 

o  Allow  communities  to  have  property  taxes  paid 
on  a  quarterly  basis.  This  provision  is  at  local 
option. 

This  new  law  is  estimated  to  have  an  annual 
statewide  impact  of  up  to  $49  million. 

These  are  the  recommendations  for  which  we  are  able 
to  estimate  the  impact.  There  is  an  insufficient  basis 
upon  which  to  estimate  the  community-by-community 
impact  of  other  recommendations  in  the  Task  Force 
report,  such  as  local  option  excises,  exemption  of  long- 
term  capital  improvement  financing,  and  local  aid. 
Please  note  that  the  data  provided  here  are  estimates; 
we  encourage  communities  to  also  develop  estimates 
based  on  their  own  data  and  experience. 

METHODOLOGY 

Indexed  Increase.  The  impact  of  this  recommendation 
was  calculated  using  FY90  levy  limits,  if  available,  and 
estimated  FY90  levy  limits  if  the  community  has  not 
yet  set  its  FY90  tax  rate.  The  FY90  levy  limits  were 
increased  by  the  difference  between  a  4.6%  increase 
and  the  current  2.5%  increase  allowed.  (4.6%  is  the 
three  year  average  of  the  index  of  prices  paid  by  state 
and  local  governments  for  goods  and  services;  this  is 
the  average  used  by  the  Task  Force  to  estimate  the 
statewide  impact  of  this  change.  This  average  may  vary 
according  to  changes  in  the  index.) 


New  Growth  Expansion.  To  calculate  the  impact  of  this 
recommendation,  we  analyzed  new  growth  that  was 
determined  to  be  non-allowable  under  the  existing  law. 
An  estimate  was  made  as  to  the  percentage  of  each 
community's  non-allowable  growth  that  would  become 
allowable  under  the  proposed  change  (tax  exempt 
property  and  increases  in  value  resulting  from  appreci- 
ation would  not  be  allowed  under  either  law).  Statewide 
data  were  used  to  determine  the  average  increase  in 
allowable  growth,  with  a  distinction  made  for  revalua- 
tion vs.  non-revaluation  communities. 

Acceleration  of  New  Growth.  The  impact  of  this  new 
law  (Chapter  653  of  the  Acts  of  1989)  was  calculated 
using  FY90  new  growth,  if  available,  and  estimated 
FY90  new  growth,  if  the  community  has  not  yet  set  its 
FY90  tax  rate.  FY90  New  Growth  was  discounted  by 
10%,  to  account  for  the  slowdown  in  the  real  estate 
market.  This  figure  was  divided  by  two,  as  the  impact 
in  FY91  will  include  an  additional  6  months  (half  a  year) 
of  new  growth. 

Please  note  that  these  estimates  were  prepared 
based  on  an  early  draft  of  the  legislation  which  al- 
lowed for  all  new  growth  to  be  accelerated  —  includ- 
ing condominium  conversions,  subdivisions  and 
formerly  exempt  property  returned  to  the  tax  rolls  — 
whereas  the  final  version  pertains  to  new  construc- 
tion only.  As  such,  they  will  overestimate  the  benefit 
for  many  communities.  Further,  construction  activity 
is  down  in  some  areas  as  part  of  the  general  econom- 
ic downturn.  Please  contact  your  community's  asses- 
sors for  their  estimate  of  the  potential  benefit  from 
adopting  this  change. 

Quarterly  Tax  Bills.  The  impact  of  this  new  law  (Chap- 
ter 653  of  the  Acts  of  1989)  was  calculated  using  FY90 
levy  limits,  if  available,  and  FY89  or  FY88  levy  limits, 
if  the  community  has  not  yet  set  its  FY90  tax  rate.  The 
levy  was  divided  by  one  half,  to  represent  the  total 
amount  of  the  levy  that  would  be  collected  early.  The 
result  was  multiplied  by  9%,  the  investment  rate  at 
which  early  tax  payments  will  earn  interest,  then  divid- 
ed by  four,  to  account  for  the  three  months  during 
which  these  payments  will  earn  interest.  It  is  impor- 
tant to  note  that  savings  vary  according  to  the  interest 
rate  used. 

The  table  provides,  by  community:  levy  capacity 
increase  in  FY91  due  to  an  automatic  increase  based 
on  an  index;  levy  capacity  increase  due  to  expanded 
new  growth;  the  one-time  levy  capacity  increase  in 
FY91  due  to  accelerated  new  growth;  and  the  savings 
and  interest  earnings  due  to  quarterly  tax  billing. 
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PROPERTY  TAX  RECOMMENDATIONS 


While  it  recommends  some  adjustments  to  make  the 
property  tax  more  responsive  to  changes  in  econom- 
ic conditions,  the  Task  Force  is  firm  in  its 
support  of  Proposition  2  1/2: 

"The  discipline  that  Proposition  2  1/2  imposed  on  the 
property  tax ...  is  an  important  element  of  the  local  tax 
structure.  As  a  tax  on  shelter,  property  taxes  should 
continue  to  be  constrained  and  the  decline  in  burden 
caused  by  the  2  1/2  limit  protected.  Both  the  ceiling 
on  the  tax  rate  and  an  annual  limit  on  tax  increases 
should  be  retained." 

The  specific  adjustments  proposed  are  as  follows: 

Index  annual  increase  to  inflation.  The  automatic 
annual  increase  in  levy  limits  is  currently  restricted  to 
2.5%.  Since  inflation  in  local  government  purchases 
has  exceeded  2.5%,  the  effect  of  the  2.5%  annual 
increase  has  been  to  force  an  annual  reduction,  in  real 
terms,  of  the  property  tax.  The  Task  Force  believes  that 
while  the  lower  limit  should  be  protected,  the  annual 
increase  —  rather  than  remaining  as  an  arbitrary 
constraint  —  should  measure  something  real. 
Proposed  as  the  most  appropriate  measure  is  the 
index  of  prices  paid  by  state  and  local  governments 
for  goods  and  services,  maintained  by  the  U.S.  Depart- 
ment of  Commerce.  Using  a  three  year  average  of  this 
index  will  allow  property  taxes  to  keep  pace  with  cost 
changes.  When  inflation  is  high,  the  annual  adjustment 
will  exceed  the  current  2.5%;  when  inflation  is  low,  the 
annual  adjustment  could  dip  below  the  current  guaran- 
teed increase. 

The  impact  of  this  recommendation  is  an  estimat- 
ed $92  million  in  additional  taxing  capacity 
statewide  in  FY91. 

The  current  2.5%  increase  also  applies  to  certain 
assessments.  The  task  force  recommends  that  these 
also  be  changed  to  an  indexed  increase. 

The  Hamill  report  concludes  that  real  increases  above 
the  annual  limit  should  continue  to  be  approved  by 
voters,  as  the  law  requires:  "These  decisions,  whether 
taken  because  of  some  extraordinary  local  expense  or 
to  provide  funds  for  a  new  or  expanded  purpose,  merit 
the  consideration  and  public  debate  that  an  override 
vote  entails." 

Include  all  new  growth.  While  the  law  currently  pro- 
vides for  an  annual  levy  limit  increase  to  reflect  growth 
in  the  tax  base,  this  adjustment  Is  limited  to  those 


improvements  that  increase  the  value  of  residential 
property  by  50%  or  more,  or  commercial  property  by 
at  least  $100,000.  As  land  values  and  construction  costs 
have  risen,  fewer  improvements  or  additions  qualify. 
Property  owners  pay  taxes  for  the  Improvements,  yet 
these  taxes  are  not  included  in  the  community's  levy 
limit. 


The  Task  Force  recommends  that  the  allowance  for 
new  growth  include  the  value  of  all  improvements.  The 
annual  impact  of  this  recommendation  is  estimat- 
ed at  $18  million  statewide,  based  on  current  data. 
The  Task  Force  warns,  however,  that  growth  will  slow 
in  the  years  ahead. 

Exempt  annual  cost  of  financing  future  long-term 
capital  improvements  from  levy  limit.  The  Task  Force 
report  observes  that  the  constraints  of  Proposition  2 
1/2  have  caused  communities  to  defer  maintenance 
of  existing  capital  facilities  in  recent  years.  Compound- 
ing this  problem,  in  the  years  ahead  many  cities  and 
towns  will  have  to  invest  in  costly  new  or  expanded 
water,  sewer  and  waste  disposal  systems,  new  school 
or  other  major  public  facilities.  While  the  need  for 
capital  spending  is  great,  however,  there  is  unlikely  to 
be  significant  state  or  federal  assistance.  The  Task 
Force  therefore  recommends  that  communities  have 
the  authority  to  finance  major  capital  improvements 
outside  of  the  annual  levy  limit. 

The  proposed  change  would  —  at  local  option  — 
allow  debt  service  for  major  capital  projects  to  be 
excluded  from  the  levy  limit  by  a  two-thirds  vote  of  the 
legislative  body  (Town  Meeting  or  City  Council),  the 
same  mechanism  by  which  all  municipal  borrowing  is 
now  approved.  The  change  would  eliminate  the  need 
to  put  exclusions  for  capital  projects  of  this  type  on  the 
ballot  for  voter  approval.  However,  all  other  characteris- 
tics of  Proposition  2  1/2  debt  exclusions  would  still 
apply,  as  would  the  normal  restrictions  on  municipal 
borrowing. 

Eligible  investments  must  be  carefully  defined  and 
limited.  Minor  renovations  and  repairs  —  borrowing  for 
terms  of  less  than  10  years  —  and  refinancing  of 
existing  debt  would  not  qualify. 

The  annual  impact  of  this  recommendation  is  an 
estimated  $15  million  statewide. 


Division  of  Local  Services 


CITY  &  Town,  April,  1990 


OTHER  RECOMMENDATIONS 


Property  Tax  Administration 

The  Task  Force  made  two  recommendations  on 
property  tax  administration  changes  that  have  since 
been  signed  into  law.  Chapter  653  of  the  Acts  of  1989 
(the  supplemental  state  budget)  includes  the  following 
two  local  option  provisions:  advancement  of  the 
assessment  date  for  new  construction  and  quarterly 
tax  billing.  Advancement  of  the  billing  date  is  a  one 
time  revenue  gain  and  provides  a  more  current  tax  roll. 
Quarterly  tax  payments  will  improve  cash  flow,  reduce 
borrowing  costs,  and  increase  interest  earnings  for 
municipalities. 

The  assessment  date  recommendation  has  a  one 
time  impact  In  FY91  of  $61  million;  quarterly  tax 
billing  is  estimated  to  have  an  annual  impact  of  up 
to  $49  million. 

The  Division  of  Local  Services  is  currently  working  with 
communities  to  implement  these  changes. 

Motor  Vehicle  Excise 

The  Task  Force  supports  a  proposal  by  the  Division 
of  Local  Services  to  revise  the  depreciation  schedule 
for  motor  vehicles  subject  to  the  motor  vehicle  excise 
tax.  This  change  would  be  revenue-neutral  but  have 
the  dual  advantages  of  more  accurately  capturing 
market  value  and  reducing  the  administrative  burden 
of  administering  this  tax;  it  is  estimated  that  the 
number  of  excise  bills  issued  would  be  cut  in  half. 

Loca/  Revenue  Flexibility 

In  its  study  of  local  finance,  the  Task  Force  also  exa- 
mined the  potential  for  creating  a  new  local  option 
taxes.  It  concluded  that  broad-based  local  option 
taxes  such  as  sales,  income  and/or  payroll  taxes  are 
not  suitable  or  appropriate  revenue  sources  for  Mass- 
achusetts cities  and  towns.  Specific  objections  raised 
include  the  following: 


0  A  constitutional  amendment  would  be  required 

0  Wide  disparities  in  communities'  tax  bases  would 
mean  significantly  disparate  benefits  from  any 
local  option  tax 

o  Border  problems  would  preclude  adoption  of  such 
taxes  in  many  areas 

The  Task  Force  concludes  that  if  such  taxes  are  to  be 
used  locally  such  use  should  be  only  on  an  area-wide 
or  regional  basis. 

The  Task  Force  is  more  supportive  of  local  option  tax- 
es that  follow  the  pattern  of  the  room  occupancy 
excise:  an  additional  rate  of  tax  on  a  tax  already 
collected  by  the  state.  Examples  cited  in  the  report 


include  the  meals  tax  and  the  alcoholic  beverages  tax. 
The  Task  Force  also  suggests  that  a  tax  on  recreational 
and  entertainment  events  and  a  tax  on  short  term  park- 
ing may  merit  further  exploration.  These  excises  would 
have  limited  application  among  communities  and  yield 
relatively  small  amounts  of  revenue.  They  would  be  of 
principal  value  to  larger  cities  and  resort  areas,  where 
much  of  the  tax  could  be  exported  to  non-residents. 
However,  local  options  taxes  would  add  a  measure  of 
flexibility  and  local  choice. 

Ijocal  Fees  and  Charges 

Many  communities,  observes  the  Task  Force,  continue 
to  pay  for  most  services  through  tax  dollars  rather  than 
user  fees.  The  report  suggests  that  while  this  will  con- 
tinue to  be  a  local  decision,  communities  may  increas- 
ingly need  to  avail  themselves  of  this  source  of  revenue 
flexibility 

The  Task  Force  advocates  a  review  of  the  approximate- 
ly 200  local  user  fees  and  charges  set  by  state  law, 
with  an  eye  toward  providing  greater  flexibility  where 
appropriate.  Where  state  uniformity  serves  no  clear 
purpose,  the  report  states,  control  over  rates  should 
be  placed  at  the  local  level. 

Loca/  Costs 

Local  government  costs  are  influenced  not  only  by 
demographic  and  economic  forces,  but  also  by  public 
policy  decisions  made  by  federal,  state  and  local 
governments.  The  Task  Force  examined  a  number  of 
specific  cost  containment  and  savings  proposals  as 
part  of  its  work  on  local  finance.  Two  objectives  were 
established  in  this  review:  to  seek  ways  to  increase 
local  flexibility  and  responsibility  for  determining  serv- 
ice levels  and  delivery  methods  and  to  seek  opportu- 
nities for  structural  change  in  the  way  services  are 
delivered. 

In  this  area,  the  Task  Force  report: 

0  Calls  for  an  immediate  review  and  revision  of  Mass- 
achusetts laws  governing  public  construction 

0  Endorses  the  recommendations  of  the  Governor's 
Task  Force  on  Special  Education,  which  conclud- 
ed that  some  cost  controls  can  be  incorporated  into 
the  special  education  system 

0  Recommends  a  change  in  state  law  to  allow  labor- 
management  negotiations  relative  to  health  insur- 
ance benefits  for  municipal  employees,  designed  to 
encourage  joint  work  on  cost  containment  ideas 

0  Encourages  exploration  of  options  for  regional 
cooperation,  such  as  regional  school  districts,  mutu- 
al aid  for  fire  protection,  fee  for  service  arrange- 
ments, agreements  for  cost  sharing,  and 
agreements  with  regional  entities. 
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TRAINING  OFFERED  BY  THE 
INSPECTOR  GENERAL'S  OFFICE 


In  January,  1990,  the  Unifornn  Procurement  Act  was 
signed  into  law.  This  new  law,  Chapter  30B  of  the 
General  Laws,  clarifies  and  modernizes  the  rules  for 
contracting  for  supplies  and  services  by  all  Mass- 
achusetts cities,  towns,  counties,  districts,  regional 
school  districts,  and  local  authorities.  Chapter  30B 
also  covers  the  purchase,  sale,  and  rental  of  real 
property  and  the  disposal  of  surplus  supplies. 

Chapter  30B  will  take  effect  on  May  1,  1990.  To 
assist  public  officials  in  understanding  and  im- 
plementing the  provisions  of  Chapter  308,  the  Officer 
of  the  Inspector  General  has  scheduled  the  follow- 
ing training  sessions.  The  "general  training 
sessions"  listed  below  are  open  to  all  employees  of 
governmental  entities  affected  by  the  new  law.  To 
reserve  space  at  one  of  the  general  training  sessions 
listed  below,  please  contact  the  Office  of  the  Inspec- 
tor General  at  (617)  727-9140. 


Tuesday,  April  3: 


Wednesday,  April  4: 


Massachusetts  Public  Purchasing 
Officials  Association 
membership,  Cambridge 

Massachusetts  Association  of 
School  Business  Officers 
membership,  Braintree 


Wednesday,  April  11:  General  training  session 
Hogan  Center,  Holy  Cross 
College,  Worcester 
9:30  AM— 12:30  PM 


Thursday,  April  12: 


General  training  session 
Minihan  Hall,  Hurley  Building 
19  Staniford  Street 
Boston:  9:30  AM— 12:30  PM 


Wednesday  April  18: 


Thursday,  April  19: 


Monday  April  23: 


Wednesday,  April  25: 


Thursday,  April  26: 


Massachusetts  Government 
Finance  Officers  Association 
membership,  Lexington 

General  training  session 
Health  Technology  Building, 
Room  C-111,  Bristol  Community 
College,  Fall  River 
9:30  AM— 12:30  PM 

General  training  session 
Smith  Hall  meeting  room 
Essex  Agricultural  Institute 
Maple  Street,  Route  62,  Danvers 
9:30  AM— 12:30  PM 

General  training  session 
Frost  271  (the  Old  Bookstore) 
Holyoke  Community  College 
(park  in  K  or  L  lots  only) 
Holyoke  1:30—4:30  PM 

General  training  session 
Koussevitzky  Hall,  Room  111 
Berkshire  Community  College, 
Pittsfield  9:30  AM— 12:30  PM 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
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POLITICAL  FINANCE  LAW  AND 
THE  OVERRIDE  PROCESS 


In  the  current  climate  of  fiscal  stress  facing  cities  and 
towns,  many  communities  across  the  state  are  con- 
sidering Proposition  2V2  referenda  questions  to 
balance  budgets  and  maintain,  as  well  as  expand 
services.  It  is  critical  that  local  officials  understand  the 
laws  regulating  municipal  elections  and  the  use  of 
municipal  personnel,  resources  and  facilities  to  ad- 
vocate for  or  oppose  questions. 

The  Division  of  Local  Services  does  not  regulate 
these  areas.  However,  in  our  role  of  assisting  cities 
and  towns,  we  seek  to  provide  as  much  guidance  to 
communities  in  this  area  as  possible.  Local  officials 
should  contact  the  Office  of  Campaign  and  Political 
Finance  with  questions  about  advocacy  issues  and 
they  should  contact  the  Secretary  of  State  about  elec- 
tion law  issues.  Information  on  contacting  these 
offices  is  provided  at  the  end  of  this  article. 

This  article  provides  information  on  campaign  finance 
issues  and  a  future  piece  will  examine  election  law 
issues.  We  hope  you  find  the  following  information 
helpful. 

The  Campaign  Finance  Law  (M.G.L  Chapter  55  here- 
after referred  to  as  "Chapter  55")  governs  the  rais- 
ing and  spending  of  money  for  candidates,  political 
committees,  political  parties  and  ballot  questions  at 
the  state,  county  and  municipal  levels  in  the  Com- 
monwealth. The  law  also  regulates  the  conduct  of 
public  employees  and  officials  wishing  to  undertake 
campaign  finance  activity.  The  provisions  of  the  law 
apply  to  "contributions  and  expenditures"  made  to 
oppose  or  promote  referenda  questions  appearing  on 
the  municipal  ballot. 

In  general,  the  law's  prohibitions  on  campaign  finance 
activity  by  public  employees  and  the  use  of  govern- 
ment resources  to  promote  or  oppose  ballot  issues 
serve  two  purposes:  1)  public  employees  are  protect- 
ed from  coercion  to  perform  political  duties  as  a  re- 


quirement of  their  employment  and  2)  government 
activities  are  separated  from  political  activities,  assur- 
ing that  the  full  force  of  government  is  not  support- 
ing one  political  position  at  the  expense  of  another. 
The  restrictions  imposed  by  Chapter  55  are  intend- 
ed to  keep  political  fund  raising  and  disbursing  out 
of  the  hands  of  non-elective  public  employees  and 
out  of  the  halls  of  city  and  town  government.  Fairness 
is  assured  by  prohibiting  the  use  of  public  tax 
revenues  to  advocate  a  position  which  some  taxpay- 
ers oppose.  Specific  issues  for  local  officials  to  con- 
sider include: 

At  what  point  does  the  law  apply  to  a  referenda 
question?  -  When  a  warrant  is  debated  at  town  meet- 
ing to  place  an  override  question  on  the  ballot  and 
it  is  determined  that  the  question  will  appear  there, 
the  provisions  of  campaign  finance  law  become  ap- 
plicable. Any  contributions  or  expenditures  made 
thereafter  for  the  purpose  of  opposing  or  promoting 
the  question  are  subject  to  the  provisions  of  Chapter 
55. 

The  conduct  of  public  employees  -  Sections  1 3  and 
15  of  Chapter  55  contain  certain  prohibitions  against 
public  employees  participating  in  campaign  finance 
activity  while  sections  16  and  17  provide  protection 
for  public  employees  in  the  work  place.  All  public  em- 
ployees (except  elected  officials  who  are  not  other-  • 
wise  public  employees)  are  prohibited  from  soliciting 
or  receiving  any  contribution  for  any  political  purpose. 
A  teacher,  policeman  or  firefighter,  for  example, 
would  not  be  allowed  to  solicit  or  receive  anything  of 
value  in  order  to  promote  or  oppose  an  override  ques- 
tion. The  employee  is  free,  however,  to  make  a  con- 
tribution to  promote  or  oppose  an  override  question 
or  to  work  toward  such  an  end  on  his  or  her  own  time 
if  such  activities  do  not  involve  fund  raising.  People 
in  "public  service"  are  also  prohibited  from  giving  or 
delivering  anything  of  value  to  another  person  in  the 
public  service  if  it  is  intended  to  be  applied  to  a  polit- 
ical object 
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Also,  persons  in  public  service  are  protected  from  any 
obligation  to  contribute  to  any  political  fund  or  to 
render  any  political  service.  They  are  likewise  protect- 
ed from  discharge,  promotion  or  degradation  in  their 
jobs  for  refusing  to  make  a  political  contribution.  In 
general,  section  14  of  Chapter  55  prohibits  anyone 
from  soliciting  or  receiving  any  contribution  for  any 
political  purpose  in  a  public  building.  Persons  doing 
business  with  the  Commonwealth,  a  county,  munici- 
pality, or  district  are  protected  against  coercion  to  con- 
tribute to  political  funds  or  to  render  political  services. 

The  use  of  government  resources  -  In  Anderson 
V.  City  of  Boston,  376  Mass.  178  (1978),  the  Supreme 
Judicial  Court  addressed  the  question  of  whether 
municipalities  have  the  authority  to  appropriate  and 
expend  funds  for  the  purpose  of  engaging  in  any  ac- 
tivity designed  to  influence  the  results  of  a  referen- 
dum question  without  specific  authority  to  do  so.  The 
Court  concluded  that  municipalities  do  not  have  such 
authority.  Therefore,  government  resources  such  as 
personnel,  supplies,  facilities,  and  equipment  should 
not  be  utilized  by  any  person  in  order  to  promote  or 
oppose  a  referenda  question.  In  addition,  municipal 
funds  should  not  be  used  to  prepare,  print  and  dis- 
tribute materials  which  are  intended  to  inform  the 
voter  but  which  promote  or  oppose  the  override  is- 
sue. In  general,  government  funds  should  not  be 
expended  for  ballot  question  issues.  If  a  munici- 
pality is  contemplating  such  an  expenditure,  the 
Office  of  Campaign  and  Political  Finance  should 
be  consulted. 


Privately-funded  political  committees  and  other 
permissible  activities  -  Government  officials  and 
municipal  employees  who  wish  to  oppose  or  promote 
a  referenda  question  may  use  privately  donated  funds 
to  do  so.  A  separate  political  committee  should  be 
established  with  the  municipal  clerk.  This  committee 
may  then  be  used  to  raise  and  expend  funds  to  pro- 
mote or  oppose  the  ballot  question.  Public  employees 
should  not  solicit  or  receive  any  contributions  on  be- 
half of  the  committee,  though  they  may  make  per- 
sonal contributions.  Materials  prepared  by  a  town 
committee  which  promotes  or  opposes  an  override 
may  be  duplicated  and  distributed  at  the  private  ex- 
pense of  the  political  committee.  Opposition  to  or  pro- 
motion of  a  referenda  question  should  be  supported 
by  private  rather  than  public  funds. 

Public  employees  may  work  on  a  volunteer  basis,  on 
their  own  time,  on  a  referenda  question  provided  that 
such  work  is  not  in  a  fund  raising  capacity.  They  may 
speak  in  favor  of  or  in  opposition  to  an  override  is- 
sue during  debate  and  may  also  speak  in  other  con- 
texts, as  long  as  they  tal<e  care  not  to  use  government 
resources  to  underwrite  such  activity. 

The  Office  of  Campaign  and  Political  Finance  en- 
courages interested  parties  to  contact  the  Office  with 
any  questions  at  One  Ashburton  Place,  Room  1007, 
Boston,  MA  02108  (617)  727-8352.  The  Election  Di- 
vision, Office  of  the  Secretary  of  State  can  be  reached 
at  (617)  727-2828. 


THE  LATEST  IN  TECHNICAL  ASSISTANCE 


SHERBORN:  Revenue  and  Expenditure  Forecast 

The  Division  of  Local  Services  recently  completed  a 
forecast  for  the  town  of  Sherborn.  The  three  year  fore- 
cast was  prepared  at  the  request  of  the  Board  of 
Selectmen  and  reviewed  the  town's  current  financial 
condition  and  compared  the  cost  of  maintaining  the 
current  (FY90)  level  of  services  for  the  next  three  fis- 
cal years  to  projected  revenues.  The  forecast  classi- 
fies the  difference  between  projected  annual 
revenues  and  expenditures  as  funds  available  for  dis- 
cretionary purposes.  These  funds  are  an  estimate  of 
the  town's  ability,  using  current  sources  of  revenue, 
to  expand  existing  services,  initiate  new  services,  pro- 
vide for  salary  increases,  or  finance  capital  expen- 
ditures. 


LUNENBURG  AND  SHIRLEY:  Fiscal  Impact  of  Pro- 
posed School  Regionalization 

At  the  request  of  the  Lunenburg  and  Shirley  Boards 
of  Selectmen,  a  technical  assistance  team,  with  as- 
sistance from  the  Massachusetts  Department  of  Edu- 
cation, prepared  fiscal  impact  studies  of  the  proposed 
regionalization  of  the  Lunenburg  and  Shirley  school 
systems.  The  reports  analyze  the  fiscal  impact  on  the 
towns  resulting  from  the  shift  in  current  local  educa- 
tion costs  to  a  regional  district.  Factors  considered 
in  the  analysis  include  projected  reductions  in  local 
annual  costs,  offsetting  increases  regional  school  as- 
sessments and  changes  in  direct  state  aid  to  the 
towns. 
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FY89  Single  Family  Residential  Tax  Bills 


The  CITY  &  Town  FOCUS  on  Residential  Property 
Tax  Bills  (September  1988)  proved  to  be  one  of  our 
most  popular  FOCUS  features.  In  response  to  this  in- 
terest, we  decided  to  run  an  updated  version  this 
month  featuring  single  family  property  tax  bills  for 
FY89. 

An  individual  property  owner's  tax  bill  is  calculated 
by  multiplying  the  assessed  valuation  of  a  particular 
parcel  of  property  by  the  tax  rate  assigned  to  the  par- 
ticular class  of  that  property,  the  amount  of  dollars 
owed  per  $1000  of  taxable  valuation. 

The  assessment  of  each  parcel  of  property  is  deter- 
mined by  the  community's  assessors,  the  local  offi- 
cials responsible  for  determining  the  value  of  all  the 
community's  real  and  personal  property.  Assess- 
ments are  based  upon  "full  and  fair  cash  value"  ~ 
the  amount  a  willing  buyer  would  pay  a  willing  seller 
for  the  property.  Property  is  assessed  as  of  the  prior 
January  1 .  Tax  bills  for  FY89  are  based  on  property 
values  determined  as  of  January  1 , 1 988.  Thus,  home 
prices  from  sales  during  calendar  year  1987  are  the 
basis  of  residential  property  assessments  for  FY89. 

All  communities  are  required  by  law  to  classify  real 
and  personal  property  into  one  of  five  different 
categories:  residential,  open  space,  commercial,  in- 
dustrial, and  personal.  Communities  then  have  the 
option  of  taxing  these  classes  at  different  rates,  ac- 
cording to  the  particular  property  classification.  The 
local  officials  then  determine  the  tax  rate  by  dividing 
the  amount  of  the  levy  ~  the  amount  of  real  and  per- 
sonal property  taxes  the  community  chooses  to  levy 
~  by  the  community's  total  assessed  value. 

Taxing  classes  at  different  rates  shifts  the  property 
tax  burden  among  the  major  property  classes  within 
certain  limits  established  by  law.  A  minimum  residen- 
tial factor  calculated  by  the  Department  of  Revenue 
is  used  to  ensure  that  any  shift  from  the  residential 
class  is  not  so  great  as  to  create  a  disproportionate 
burden  for  the  other  classes.  In  FY89,  a  total  of  99 
communities  implemented  multiple  tax  rates. 

Communities  have  the  option  of  adopting  a  residen- 
tial exemption  applied  to  owner-occupied  residences, 
which  exempts  from  taxation  a  certain  percentage  of 
the  average  value  of  all  residential  property.  This  ex- 
emption shifts  the  residential  tax  burden  onto  more 
expensive  housing  and  housing  that  is  not  occupied 
by  the  owner  as  a  principal  residence,  such  as  an 


apartment  building  or  a  vacation  home.  The  residen- 
tial exemption  increases  the  overall  residential  tax 
rate.  In  FY89,  nine  communities  used  residential  ex- 
emptions. 

Communities  can  also  apply  a  discount  to  the  open 
space  class  to  alleviate  the  tax  burden  on  that  vacant 
land.  The  amount  of  the  tax  burden  that  is  removed 
from  the  open  space  class  is  transferred  to  the 
residential  class  and  may  not  be  shifted  to  any  of  the 
other  property  classes.  In  FY89,  four  communities 
employed  open  space  discounts. 

FINDINGS 

In  FY89,  the  statewide  median  single  family  tax  bill 
was  $1 ,362,  ranging  from  a  low  of  $429  to  a  high  of 
$6,809. 

•  58,  or  19%  of  communities  had  average 
bills  of  less  than  $1 ,000; 

•  196,  or  64%  of  communities  had  average 
bills  of  $1,000  to  $1,999; 

•  52,  or  17%  of  communities  had  average 
bills  of  $2,000     or  higher 

From  FY82  to  FY89,  in  current  dollars,  the  statewide 
median  single  family  property  tax  bill  increased  by 
39.5%,  from  $976  to  $1,362.  However,  in  constant 
dollars,  which  are  adjusted  for  inflation,  the  statewide 
median  single  family  tax  bill  increased  by  just  3.7%, 
from  $976  to  $1,012.  Analyzing  the  change  in  cons- 
tant dollars  is  more  meaningful,  as  it  indicates  the 
relatively  small  increase  in  both  actual  purchasing 
power  provided  to  communities  through  their  property 
tax  levies,  and  in  actual  property  tax  bills  paid  by 
residential  property  owners. 

As  a  group.  Residential  Suburbs  had  the  highest  me- 
dian bill  of  $2,042  while  Rural  Economic  Centers  had 
the  lowest  median  bill  of  $1,065.  By  Kind  of  Com- 
munity, the  median  single  family  bill  was  as  follows: 


Residential  Suburbs 

$  2,042 

Economically  Developed  Suburbs 

1,848 

Growth  Communities 

1,405 

Urbanized  Centers 

1,244 

Resort/Retirement/ 

Artistic  Communities 

1,142 

Small  Rural  Communities 

1,084 

Rural  Economic  Centers 

1,065 
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CITY  &  Town  FOCUS 

There  is  a  strong  correlation  between  income  and  the 
size  of  an  average  tax  bill.  Use  of  a  statistical  tech- 
nique, linear  regression,  shows  that  higher  tax  bills 
tend  to  exist  in  connmunities  with  higher  per  capita 
income  levels. 

The  data  in  this  FOCUS  were  developed  by  (1)  select- 
ing those  communities  for  which  complete  data  on 
tax  rates,  single  family  residential  property  assessed 
valuation  and  parcel  counts  are  available;  (2)  divid- 
ing the  assessed  valuation  of  the  single  family 
residential  property  in  each  community  by  the  num- 
ber of  single  family  parcels;  and  (3)  multiplying  this 
average  single  family  assessed  valuation  by  the  ap- 
propriate tax  rate  for  each  community. 

This  FOCUS  presents  FY89  data  for  306  Mas- 
sachusetts communities. 

Chart  1  shows  FY89  average  single  family  tax  bills 
by  the  number  of  communities  in  different  ranges; 
Chart  2  illustrates  the  statewide  median  average  sin- 
gle family  tax  bills,  FY82  through  FY89,  in  actual  and 
constant  dollars;  Chart  3  lists  FY89  single  family  tax 


bills  by  the  group  median  of  the  Department  of  Edu- 
cation's Kind  of  Community  classification;  and  Chart 
4  presents  the  relationship  between  FY89  single  fa- 
mily tax  bills  and  per  capita  income. 

The  table  included  in  this  month's  FOCUS  lists  by 
community:  assessed  value  of  all  single  family  par- 
cels; number  of  single  family  parcels;  residential  tax 
rate;  average  single  family  tax  bill;  and  rank  in  size 
of  bill  from  high  to  low. 

Average  tax  bills  by  community  for  FY82  through 
FY89  are  available  in  the  Municipal  Data  Bank,  in 
either  printout  or  diskette  form.  This  data  is  also  avail- 
able through  the  On-Line  Access  System.  Contact  the 
Data  Bank  at  (617)727-2300  for  more  information. 

The  May  1990  FOCUS  was  prepared  by  Julie  Slavet 
of  the  Analysis  Unit  and  Roger  Hatch  of  the  Municipal 
Data  Bank. 


FY89  AVERAGE  SINGLE  FAMILY  TAX  BILLS 


Number  of  communities  in  different  ranges 


Less  than  $1000--5B 


$1000  to  $H99 
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$2000  to  $2999—38 
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1.400  - 
1,200  - 
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AVERAGE  SINGLE  FAMILY  TAX  BILLS 
statewide  Median.    FY82  thru  FY89 
Actual  Dollars  vs  Constant  FY82  Dollars 

^.i03  1.362 


200 
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Deflator  for  Constant  Dollars: 
CPI  Index  for  Urban  wage  Earners 


FY89  SINGLE  FAMILY  TAX  BILLS 
by  Kind  of  Community 


Kind  of  Community 
Urbanized  Centers 
Economic  Suburbs 
Growth  Communitiesi 
Residential  Suburbs 
Rural  Economic  Ctrs 
Smoll  Rurol 
Resort/Retirement 


500  1.000  1.500 

Group  Medion  Tax  Bil 
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EMPLOYEE  INSURANCE  CONTRIBUTIONS: 

WHO  DECIDES? 


Can  the  contribution  rate  of  a  comnnunity's  employee 
group  health  and  life  insurance  be  unilaterally  set  at 
town  meeting?  A  decision  was  rendered  by  the 
Supreme  Judicial  Court  in  an  interpretation  of  a  lo- 
cal option  statute  (General  Laws,  Chapter  32B,  Sec- 
tion 7A)  which  permits  a  municipality  to  contribute 
more  than  the  fifty  percent  minimum  toward  employee 
group  insurance  premiums.  In  Anderson  v.  Board  of 
Selectmen  of  Wrentham  406  Mass.  508  (1990)  the 
Supreme  Judicial  Court  ruled  that  the  statute  did  not 
empower  town  meeting  to  make  such  a  determi- 
nation. 

Controversy  arose  two  years  ago  after  voters  at  a 
Wrentham  special  town  meeting  agreed  to  accept 
Chapter  32B,  Section  7A  of  the  General  Laws  which 
authorizes  a  town  to  contribute  more,  but  not  less, 
than  fifty  percent  of  the  total  monthly  cost  of  insur- 
ance. At  this  meeting,  it  was  voted  that  Wrentham 
would  pay  99  percent  of  the  group  life  and  health  in- 
surance premium  for  all  town  employees.  A  transfer 
of  $150,000  from  surplus  revenue  would  pay  for  the 
additional  insurance  costs. 

At  a  board  of  selectmen  meeting  shortly  afterward, 
the  selectmen  voted  to  continue  to  fund  only  fifty  per- 
cent of  the  insurance  premium  costs.  This  refusal  on 
the  part  of  vne  selectmen  to  comply  with  the  town 
meeting  vote  represented  a  monthly  loss  to  each  em- 
ployee of  $14.50  for  individual  and  $34.54  for  family 
coverage. 

When  a  group  of  aggrieved  town  employees  filed  a 
lawsuit  in  superior  court  seeking  a  judgment  main- 
taining that  town  meeting  had  the  authority  to  set  a 
99  percent  contribution  rate ,  the  lower  court  decid- 
ed in  favor  of  the  town  employees.  The  case  wound 
up  before  the  Supreme  Judicial  Court  upon  appeal 
by  the  Selectmen. 

The  relevant  provisions  of  Chapter  32B  which  the 
Court  considered  in  making  its  decision  referred  to 
a  "governmental  unit".  Section  7A  referred  to  a 
"premium  determined  by  the  governmental  unit  to  be 
paid  by  the  insured",  phrasing  in  which  governmen- 
tal unit  was  defined  as  including  a  "town".  The  town 
employees  contended  that  the  "town"  referred  to 
could  be  only  town  meeting;  excluding  the  board  of 
selectmen.  The  term  "appropriate  public  authority" 
which  was  found  elsewhere  in  Section  7A,  included 
the  board  of  selectmen  by  definition.  The  Wrentham 
Selectmen  argued  that  1)  Section  A's  reference  to 
"town"  meant  the  municipality  in  general  and  2)  the 
employees'  interpretation  of  Section  7A  was  not  log- 
ical when  read  in  context  with  the  other  provisions 
of  Chapter  328. 


The  Supreme  Judicial  Court,  in  deciding  for  the 
Selectmen,  reasoned  that  the  determination  of  the  in- 
surance premium  contribution  involved  three  distinct 
steps.  First,  the  municipality  must  accept  the  statute 
(Chapter  32B,  Section  7A).  Second,  a  particular  con- 
tribution rate  must  be  selected.  Third,  the  municipal- 
ity must  fund  the  selected  contribution  percentage. 
According  to  the  Court,  town  meeting  was  responsi- 
ble for  the  first  and  third  steps.  The  second  step 
however,  was  the  responsibility  of  the  chief  execu- 
tive officer  which  was  the  board  of  selectmen  in  this 
case. 

The  insurance  contribution  percentage  on  behalf  of 
union  employees  was  a  collective  bargaining  issue, 
it  was  decided  by  the  Court.  In  this  regard,  the  board 
of  selectmen  or  town  manager  acts  as  the  exclusive 
bargaining  agent  of  the  town.  The  Court's  opinion  was 
that  the  town  meeting  had  no  role  in  such  negotia- 
tions and  that  the  collective  bargaining  process  is  the 
duty  of  the  selectmen.  The  Court  has  often  held  that 
a  municipality  cannot  direct  or  control  an  individual 
or  board  whose  duties  have  been  legally  defined.  Fur- 
thermore, when  Chapter  32B,  Section  7A  is  read  in 
conjunction  with  the  labor  relations  provisions  in 
Chapter  150E,  the  traditional  roles  are  preserved.  Un- 
der this  statutory  framework,  it  is  he  duty  of  the  board 
of  selectmen  or  town  manager  to  negotiate  a  contri- 
bution rate  over  fifty  percent.  The  town  meeting's 
function  is  to  fund  the  agreed  upon  contribution  rate. 

The  Court  ruled  that  the  board  of  selectmen  was  not 
obligated  to  abide  by  the  special  town  meeting  vote 
which  had  set  a  99  percent  insurance  contribution 
rate. 


irO  SPEED  UP  WRITTEN  CORRESPONDENCE 
iWrm  DLS: 

To  ensure  that  your  mail  to  the  Division  of  Local  Serv- 
ices's  Boston  office  does  not  get  caught  up  in  the 
mountains  of  state  tax-related  mail  to  the  Department 
of  Revenue,  please  make  sure  you  use  address  be- 
low. Eliminating  reference  to  the  Department  of 
Revenue  helps,  too. 

Division  of  Local  Services 

200  Portland  Street 

Boston,  Massachusetts  02114-1715 
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Division  of  Local  Services 


CITY  &  Town,  May,  1990 


DLS  COURSE  CALENDAR 


MAY  23,  30,  and  June  6:  Course  for  Accountants 
and  Auditors  -  9:00  a.m.  to  4:00  p.m.  at  the  Berkshire 
Community  College.  PITTSFIELD 


MAY  30:  Classification  Training  Wori<shop,  7:00  -9:30 
p.m.  at  the  Andover  Senior  Center,  ANDOVER 


MUNICIPAL  FISCAL  CALENDAR 


MAY  1:  Accountant/Treasurer  -  Submits  notification 
of  amount  of  debt  due  in  next  fiscal  year  to  asses- 
sors As  required  by  MGL  Chapter  44,  Section  28,  the 
Accountant  or  Treasurer)  must  notify  the  Assessors 
of  all  debt  due  in  the  next  fiscal  year,  because  the 
town  is  required  to  pay  is  debts,  whether  such  pay- 
ments are  appropriated  or  not.  This  information  is 
used  to  complete  the  Tax  Rate  Recapitulations  Sheet. 

Because  all  debt  service  must  be  paid,  any  debt  serv- 
ice not  covered  by  town  meeting  appropriations  is  ad- 
ded to  the  "Other  Local  Expenditures"  category, 
found  on  page  2  of  the  Tax  Rate  Recapitulations 
Sheet.  It  is  important  that  the  Assessors  have  this  in- 
formation to  avoid  setting  a  tax  rate  lower  than  re- 
quired, thereby  raising  insufficient  revenue  to  cover 
the  town's  expenditures. 


MAY  1 :  Taxpayer  -  Deadline  for  payment  of  2nd  half 
tax  bills  witfiout  interest  See  November's  deadline  for 
payment  of  first  half  tax  bills. 

MAY  15:  Treasurer  -  Third  Quarter  Reconciliation  of 
Cash  (due  45  days  after  end  of  quarter)  See  Novem- 
ber's First  Quarter  Reconciliation  of  Cash. 

MAY  19:  Treasurer  -  Deadline  for  payment  of  second 
half  of  county  tax 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
Services,  is  published  twelve  times  per  year.  The 
Division  is  responsible  for  oversight  and  assis- 
tance to  cities  and  towns  in  achieving  equitable 
property  taxation  and  efficient  fiscal  manage- 
ment. (617)  727-2300 
Editor:  Elizabeth  Rose  Anderson 
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DLS  REPORTS  ON  STATUS  OF  DEEDS 
EXCISE  TAX  IMPLEMENTATION 


In  April  1990,  the  Division  of  Local  Services  complet- 
ed A  Status  Report  on  the  Implementation  of  Chap- 
ter 193  of  the  Acts  of  1989,  an  Act  Relative  to  the 
Deeds  Excise  Tax.  Chapter  193  raised  the  deeds  ex- 
cise to  provide  additional  revenues  to  relieve  the  fis- 
cal stress  affecting  counties  in  general  and  county 
jails  and  correctional  facilities  in  particular.  The  law 
also  established  a  new  budget  review  process  by 
providing  for  a  County  Government  Review  Board. 
The  Division's  report  reviews  data  on  the  revenues 
and  expenditures  of  Massachusetts  counties  before 
and  after  the  implementation  of  this  legislation,  as- 
sesses the  progress  made  in  FY90,  and  offers  a  prog- 
nosis for  the  administration  of  the  provisions  of  the 
Act  in  fiscal  years  1991  and  1992.  This  issue  of  CITY 
&  Town  provides  an  overview  of  the  Report  which  we 
hope  you'll  find  informative. 

Over  the  past  two  decades,  state,  local  and  county 
officials  have  engaged  in  debate  regarding  county 
government's  role  in  service  delivery  and  the  ap- 
propriate means  of  financing  county  services.  In 
response,  some  shift  of  responsibility  to  the  state  has 
occurred,  with  the  state  significantly  increasing  county 
grant  programs  and  assuming  oversight  of  the  court 
system. 

Chapter  193  of  the  Acts  of  1989,  signed  into  law  on 
June  30,  1989,  is  the  most  recent  response  to  the  on- 
going county  issue.  It  resulted  from  recognition  by  the 
legislature  of  two  basic  problems  in  operating  correc- 
tional facilities  at  the  county  level:  1)  the  need  for  ad- 
ditional funds  to  support  these  operations  and  2)  the 
need  for  budgetary  control  of  the  expenditure  of  these 
funds.  In  addition  to  raising  the  deeds  excise,  the 
legislation  established  a  County  Government  Finance 
Review  Board,  responsible  for  approving  each  annual 
and  supplemental  budget  for  every  county  for  fiscal 
years  1990  through  1992. 

The  law  stipulates  that  the  Board  must  be  satisfied 
that  revenue  estimates  are  reasonable,  that  all  neces- 
sary county  expenditures  are  provided  for,  and  that 
deeds  excise  fund  revenues  are  spent  in  accordance 
with  the  requirements  of  Chapter  193.  Finally,  the 


Board  is  charged  with  allocating  the  County  Correc- 
tion Fund,  a  pool  reserved  from  the  deeds  excise  in- 
crease to  fund  the  expansion,  maintenance  and 
operations  of  county  jails.  The  report  provides  county- 
by-county  detail  on  these  and  other  financial  issues 

A  SUCCESSFUL  FISCAL  1990  AND  A 
PROGNOSIS  FOR  FY91  AND  FY92 

The  implementation  of  the  provisions  of  Chapter  193 
has  been  underway  for  ten  months  and  has  achieved 
the  following: 

•  more  consistent  budgeting  practices  among 
counties 

•  a  level  of  funding  for  jail  and  registry  operations 
that  meets  the  maintenance  of  effort  require- 
ments of  existing  laws 

•  the  generation  of  approximately  $30  million  in 
Deeds  Excise  revenues  to  correct  chronic  under 
funding  of  existing  county  operations 
the  opening  of  four  new  county  correctional  fa- 
cilities through  judicious  allocation  of  the  County 
Corrections  Fund,  estimated  at  $6  million. 

In  FY90,  it  seems  likely  that  revenues  generated  by 
the  deeds  excise  tax  will  be  sufficient  to  fully  fund 
county  operations,  mainly  because  the  new  correc- 
tional facilities  opening  in  FY90  will  only  have  been 
open  a  fraction  of  the  full  fiscal  year.  In  fiscal  years 
1991  and  1992,  however,  revenues  will  not  be  suffi- 
cient to  meet  both  the  costs  of  the  current  service  lev- 
els plus  those  associated  with  new  facilities  opening 
this  year  and  planned  for  FY92.  Total  receipts  gener- 
ated by  the  deeds  excise  tax  are  not  expected  to  grow 
in  FY91 ,  assuming  the  existence  of  a  declining  or  flat 
real  estate  market.  At  the  same  time,  expenditures 
for  certain  counties  will  certainly  increase  dramatically 
because  FY91  will  be  the  first  full  year  of  operation 
for  the  new  correctional  facilities  cited  above.  Costs 
associated  with  three  new  facilities  planned  to  open 
in  FY92  will  magnify  the  problem. 

(Continued  on  the  next  page) 
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(Continued  from  the  previous  page) 

In  other  words,  even  though  individual  counties  will 
be  able  to  balance  their  budgets  next  year  with  the 
help  already  provided  by  the  new  deeds  excise 
revenues,  the  Division  estinnates  that  county  govern- 
ments in  total  will  experience  a  $38.2  million  short- 
fall in  FY91.  This  is  comprised  of  a  $27.1  million 
shortfall  in  corrections  and  an  $11.1  million  shortfall 
in  other  county  operations.  The  corrections  shortfall 
can  be  further  broken  down  into  $18.4  million  need- 
ed to  operate  the  newly-opened  facilities  and  $8.7  mil- 
lion to  cover  inflation  in  base  operations. 

Highlighted  here  are  some  of  the  report's  other 
findings: 

•  Of  total  county  revenues  in  FY90,  51 .4%  are  paid 
by  the  state  in  the  forms  of  the  jail  distribution 
(which  replaced  a  large  share  of  the  county  tax 
formerly  assessed  upon  cities  and  towns)  and 
court  house  rentals.  The  new  deeds  excise  sup- 
plies another  15.7%  of  total  county  revenues. 

The  breakdown  of  all  county  revenues  is  as  follows: 
SOURCES  OF  COUNTY  REVENUE 


Source 

Total  Dollars 

As  a  %  of 

Revenues 

State  $ 

.  114,781,743 

51 .4% 

New  Deeds 

Excise 

35,163,196 

15.7% 

Own  Source 

47,009,776 

21 .0% 

County  Tax 

20,655,816 

9.2% 

Miscellaneous 

5,825,955 

2.6% 

TOTAL         $  223,436,486 

100% 

•  Corrections 

represents  by 

far  the  largest 

category  of  county  expenditures,  at  43.8%  of 

total  county  budgets.  Total  county  spending  is 

broken  down 

in  the  table  below. 

Function 

Spending 

As  a  %  of 

Spending 

Corrections 

$  97,845,441 

43.8% 

Employee  Ben 

31 ,787,304 

14.2% 

Admin. 

30,107,144 

13.5% 

Services 

25,032,470 

1 1 .2% 

Registry 

18,504,325 

8.3% 

Debt  Service 

1 1 ,531 ,706 

5.2% 

Reserves 

6,773,563 

3.0% 

Miscellaneous 

1 ,854,533 

.8% 

TOTAL         $  223,436,486 

100.0% 

•  Of  total  funds  spent  for  county  corrections  (in- 
cluding fringes  allocated  to  corrections),  73.6% 
is  supplied  by  the  jail  distribution  from  the  state, 
with  another  23.4%  supplied  by  the  new  deeds 
excise  (including  County  Correction  Fund).  Only 
the  remaining  3%  is  supplied  by  counties.  The 
state's  level  of  support  is  substantially  higher 
when  the  significant  grants  for  county  correc- 
tions are  considered. 

•  Between  FY87  and  FY90,  total  spending  by  the 
14  counties  in  the  Commonwealth  has  in- 


creased by  37.1%,  averaging  12.4%  per  year. 
In  the  most  recent  year,  from  FY89  to  FY90,  to- 
tal spending  increased  more  dramatically  ~  by 
20.2%,  almost  entirely  attributable  to  the  infu- 
sion of  funding  resulting  from  the  new  Deeds 
Excise  legislation. 

•  From  FY87  to  FY90,  total  spending  on  county 
corrections  increased  by  61.7%,  or  20.6%  per 
year.  Between  FY89  and  FY90  alone  correc- 
tions spending  increased  by  34.5%. 

•  Aside  from  corrections,  counties'  spending  in- 
creased by  22.1%  in  total  between  FY87  and 
FY90,  or  7.4%  per  year.  The  change  between 
FY89  and  FY90  was  10.7%. 

•  Counties  are  spending  an  average  of  $20,779 
per  inmate  in  FY90,  including  state  grant  funds 
for  corrections.  This  figure  varies  widely  by 
county,  however,  from  a  low  of  $1 3, 1 96  to  a  high 
of  $33,953. 

MUNICIPAL  FISCAL 
CALENDAR 

JUNE  30:  Assessors  -  This  is  the  last  day  to  submit 
requests  for  current  fiscal  year  reimbursements  of  ex- 
emptions granted  under  the  various  clauses  of  Chap- 
ter 59,  Section  5. 

If  an  exemption  is  granted  to  a  residential  property 
owner,  the  resulting  property  tax  is  lowered;  hence, 
the  town  collects  less  tax  revenues  than  anticipated. 
These  exemptions  are  partially  reimbursed  by  the 
state  as  indicated  under  the  Payment  for  Loss  of  Tax- 
es, Section  A  of  the  Cherry  Sheet. 

It  is  the  responsibility  of  the  Assessors  to  submit  all 
exemptions  to  the  DOR's  Municipal  Data  Manage- 
ment and  Technical  Assistance  Bureau  in  order  that 
the  town  be  reimbursed  for  statutory  exemptions.  If 
the  Assessors  fail  to  submit  a  request,  the  town's  loss 
of  tax  revenues  will  not  be  offset  by  exemption  reim- 
bursements from  the  state.  These  reimbursements 
may  not  be  filed  retroactively  for  any  year. 

JUNE  30:  Auditor  -  Completion  of  Audits  -  Audits  for 
the  previous  fiscal  year  which  are  required  by  feder- 
al guidelines  must  be  completed  by  this  date  by  the 
auditor  and  submitted  to  the  Bureau  of  Accounts. 
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UPDATE:  PROPOSITION  2  1/2 
REFERENDA  QUESTIONS  FY90 


This  CITY  &  Town  FOCUS  provides  information  on 
communities'  use  of  Proposition  2  1/2  referenda 
questions  to  increase  their  tax  levy  capacity  for  FY90. 
The  data  demonstrate  that  communities  are  making 
increasing  use  of  these  referenda  as  one  strategy  for 
coping  with  their  current  budget  constraints. 

Proposition  2  1/2  provides  for  three  referenda  ques- 
tions that  allow  voter  approved  increases  in  the  levy 
capacity  of  communities: 

An  override  enables  a  community  permanently  to  in- 
crease its  levy  limit  by  a  specific  dollar  amount  for 
costs  that  the  community  expects  will  continue  into 
the  future. 

Exclusions  enable  a  community  temporarily  to  assess 
taxes  in  excess  of  its  levy  limit  for  certain  capital 
projects.  A  debt  exclusion  enables  a  community  to 
assess  taxes  in  excess  of  its  levy  limit  for  the  pur- 
pose of  raising  funds  to  pay  for  the  costs  of  debt  serv- 
ice for  capital  projects.  This  exclusion  remains  in 
effect  for  the  life  of  the  debt  only.  A  capital  outlay  ex- 
penditure exclusion  enables  a  community  to  assess 
taxes  in  excess  of  its  levy  limit  for  the  purpose  of  rais- 
ing funds  to  pay  for  the  costs  of  capital  projects.  This 
exclusion  only  affects  the  levy  limit  for  the  year  in 
which  the  project  is  being  undertaken. 

This  report  is  based  on  data  provided  by  the  318  com- 
munities (90.6%  of  all  communities)  that  had  set  FY90 
tax  rates  by  May  5,  1990. 

FINDINGS 

I.  Overrides 

A  total  of  82  communities  voted  on  270  override  ques- 
tions to  apply  to  FY90,  an  increase  in  votes  attempt- 
ed of  132  or  nearly  96%  over  FY89.  Of  the  270  votes, 
162  were  successful  for  a  passage  rate  of  60%. 

The  following  table  compares  override  votes  taken 
for  FY90  and  their  passage  rate  in  FY90  to  those  of 
prior  years. 

Override  Votes  By  Year 


Year 

#  Votes 

#  Wins 

#  Losses 

Rate 

83 

70 

24 

46 

34% 

84 

62 

19 

43 

31% 

85 

33 

16 

17 

48% 

86 

42 

17 

25 

40% 

87 

93 

38 

55 

41% 

88 

111 

50 

61 

45% 

89 

138 

95 

43 

69% 

90 

270 

162 

108 

60% 

Of  the  82  communities  attempting  overrides  for  FY90, 
75  of  them,  or  91 .5%  succeeded  in  passing  at  least 
one  vote.  These  75  communities  added  24.8  million 
to  their  FY90  levy  limits.  The  total  dollar  amount  of 
override  votes  that  failed  was  $32.2  million. 

The  following  table  lists  the  number  of  communities 
attempting  override  votes  according  to  the  fiscal  year 
in  which  these  were  to  take  effect,  the  number  of  com- 
munities with  at  least  one  override  vote  passing  per 
fiscal  year,  and  the  total  dollar  amount  added  by  year. 

Communities  Attempting  Override  Votes  By  Year 


Year 

#  Communities 

#  Communities 

Amount  Added 

Attempting 

Passing 

83 

50 

21 

$  1 ,540,486 

84 

47 

16 

1,058,451 

85 

24 

14 

1,276,766 

86 

23 

13 

772,248 

87 

58 

34 

2,247,235 

88 

63 

41 

6,050,532 

89 

73 

65 

23,661,134 

90 

82 

75 

24,787,958 

TOTAL 

$  61,394,810 

•For  FY90,  Overrides  were  attempted  and/or  passed 
for  the  first  time  in  many  communities.  Of  the  82  com- 
munities that  attempted  overrides,  31  communities, 
or  37.8%,  did  so  for  the  first  time.  Twenty-five  of  these 
communities  passed  at  least  one  vote,  for  a  success 
rate  among  first-time  communities  of  80.6%.  Out  of 
the  remaining  50  communities  that  passed  overrides, 
14  communities,  or  28%,  were  successful  for  the  first 
time  for  FY90  after  experiencing  failures  in  prior 
years.  The  36  communities  that  succeeded  for  FY90 
had  previously  passed  overrides. 

II.  Debt  Exclusions 

A  total  of  59  communities  voted  on  127  debt  exclu- 
sions during  FY89  to  increase  their  levy  capacity  in 
FY90  or  beyond.  Of  these  votes,  1 10  were  success- 
ful for  a  passage  rate  of  87%. 

The  following  table  shows  total  debt  exclusion  votes 
taken  by  calendar  year,  the  number  of  wins  and  loss- 
es, and  the  rate  of  success  per  year. 
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Debt  Exclusion  Votes  By  Year 


Year 

#  Votes 

#  Wins 

#  Losses 

Rate 

82 

40 

20 

20 

50% 

83 

61 

48 

13 

77% 

84 

83 

69 

14 

83% 

85 

91 

72 

19 

79% 

86 

186 

129 

57 

69% 

87 

207 

164 

43 

79% 

88 

161 

125 

36 

78% 

89 

127 

110 

17 

87% 

Of  the  59  communities  attempting  debt  exclusions  in 
FY89,  51  of  them  (86%)  succeeded  In  passing  at  least 
one  vote.  The  following  table  shows  the  number  of 
communities  attempting  debt  exclusion  votes  per 
calendar  year  and  the  number  of  communities  with 
at  least  one  debt  exclusion  passing  per  year. 

Communities  Attempting  Debt  Exclusion 

Votes  By  Year. 

Year  #  Communities    #  Communities 


Attempting 

Passing 

82 

34 

17 

83 

39 

31 

84 

53 

44 

85 

48 

40 

86 

77 

61 

87 

92 

78 

88 

75 

68 

89 

59 

51 

In  total,  146  communities  excluded  debt  totalling 
$80.7  million  in  FY90  (this  includes  both  communi- 
ties that  voted  in  FY89  to  exclude  debt  beginning  in 
FY90  and  communities  that  had  previously  voted  to 
exclude  debt  for  multiple  years  including  FY90).  Com- 
pared to  FY89,  this  is  a  dollar  increase  of  30.7%  and 
an  increase  in  the  number  of  communities  of  1 3.2%- 

Debt  Excluded  By  Year 


Year 

Amount  Excluded 

83 

$  1,584,163 

84 

5,775,788 

85 

8,625,632 

86 

15,299,067 

87 

27,253,292 

88 

41,387,152 

89 

61 ,742,339 

90 

80,675,246 

Total 

$  242,342,679 

In  FY90,  the  30  communities  (20.5%),  excluding  debt 
were  doing  so  for  the  first  time. 

III.  Capital  Exclusions 

A  total  of  20  communities  voted  on  55  capital  exclu- 
sions for  FY90.  There  were  38  successful  votes,  for 
a  passage  rate  of  69.1%.  The  following  table  shows 
capital  exclusion  votes  taken  according  to  the  fiscal 


year  in  which  these  were  to  take  effect,  the  number 
of  wins  and  losses  per  year,  and  the  rate  of  success 
per  year. 

Capital  Exclusion  Votes  By  Year 


Year 

#  Votes 

#  Wins 

#  Losses 

Rate 

88 

65 

56 

9 

86% 

89 

89 

57 

32 

64% 

90 

55 

38 

17 

69% 

Eighteen  communities,  or  90%  of  the  20  communi- 
ties attempting  capital  exclusions  for  FY90,  had  at 
least  one  successful  vote.  The  total  dollar  amount  of 
capital  exclusion  votes  that  succeeded  was  $2.5  mil- 
lion; the  total  of  capital  exclusions  that  failed  was 
$609,360. 

The  table  below  shows  the  number  of  communities 
attempting  capital  exclusion  votes  according  to  the 
fiscal  year  in  which  these  were  to  take  effect,  the  num- 
ber of  communities  with  at  least  one  capital  exclu- 
sion vote  passing  per  fiscal  year,  and  the  dollar 
amount  of  successful  capital  exclusions. 

Communities  Attempting  Capital  Exclusion 
Votes  By  Year 
Year    #  Communities  #  Communities    Amount  Added 


Attempting 


Passing 


88 
89 
90 


15 
17 
20 


11 
17 
18 
TOTAL 


$  2,368,289 
3,236,574 
2,508,414 

$  8,113,277 


Six  communities,  or  one  third  of  those  passing  ex- 
clusions for  FY90,  were  attempting  a  capital  exclu- 
sion vote  for  the  first  time. 

Chart  1  lists  the  number  of  communities  increasing 
levy  capacity  through  overrides  and  exclusions,  FY83 
to  FY90.  Chart  2  illustrates  the  dollar  increases  in  levy 
capacity  through  overrides  and  exclusions,  FY83  to 
FY90.  The  printout  presents,  by  community,  the  dol- 
lar increases  in  levy  capacity  through  overrides,  debt 
exclusions,  and  capital  exclusions  in  FY90. 

This  month's  FOCUS  is  the  product  of  a  collabora- 
tion between  the  Analysis  Unit,  the  Bureau  of  Ac- 
counts, and  the  Municipal  Data  Bank. 
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ELECTION  INFORMATION  RELATING  TO 

PROPOSITION  2  1/2 


In  an  earlier  issue  of  CITY  &  Town,  we  informed  our 
readers  that  they  could  look  forward  to  the  following 
overview  of  Election  Law.  Again,  the  Division  of  Lo- 
cal Services  does  not  regulate  municipal  elections. 
We  simply  want  to  provide  as  much  guidance  to  ci- 
ties and  towns  as  we  can.  Local  officials  should  con- 
tact the  Elections  Division  of  the  Office  of  the 
Secretary  of  State  with  specific  questions  on  election 
law  issues. 

The  law  as  it  relates  to  Proposition  2  1/2  basically  al- 
lows the  selectmen  or  the  city  council  of  a  communi- 
ty to  place  one  or  more  questions  concerning 
overrides  on  the  ballot  by  a  majority  or  two-thirds  vote 
at  a  regular  or  a  special  election.  The  following  are 
the  types  of  overrides  for  which  election  law  applies. 
In  every  case,  it  is  required  that  a  majority  of  the 
voters  vote  "yes"  for  the  question  to  pass. 

—  An  override  to  increase  real  estate  and  personal 
property  taxes  (M.G.L.  Chapter  59,  section  21 C  (g)) 
requires  a  majority  vote  of  the  selectmen  or  city  coun- 
cil to  be  placed  on  the  ballot  with  the  purpose  to  be 
stated. 

—  An  "underride"  to  reduce  real  estate  and  personal 
property  taxes  (M.G.L.  Chapter  59,  section  21 C  (h)) 
requires  a  majority  vote  of  the  selectmen  or  city  coun- 
cil or  the  people  by  popular  initiative  (where  availa- 
ble) in  order  to  be  placed  on  the  ballot. 

—  A  capital  outlay  exemption  (M.G.L.  Chapter  59, 
section  21 C  (i  1/2))  requires  a  two-thirds  vote  of  the 
selectmen  or  city  council  to  be  placed  on  the  ballot 
with  the  purpose  stated. 

—  An  exemption  for  bond  payments  incurred  before 
the  passage  of  Proposition  2  1/2  (M.G.L.  Chapter  59, 
section  21 C  (j))  requires  a  two-thirds  vote  of  the  select- 
men or  city  council  in  order  to  be  placed  on  the  ballot. 

—  An  exemption  for  bond  payments  incurred  after 
the  passage  of  Proposition  2  1/2  (M.G.L.  Chapter  59, 
section  21 C  (k))  requires  a  two-thirds  vote  by  the 
selectmen  or  city  council  in  order  to  be  placed  on  the 
ballot  with  purpose  stated. 

The  following  is  an  explanation  on  general  proce- 
dures relating  to  local  elections,  both  regular  and  spe- 
cial. In  regular  elections,  questions  may  be  placed 
on  the  ballot  by  a  vote  of  the  selectmen  or  city  coun- 
cil up  to  the  deadline  for  printing  the  ballot  (no  more 
than  28  days  before  the  election).  The  question  is 
placed  after  the  candidates'  names  on  the  regular 
election  ballot;  all  absentee  voting  and  registration  re- 
quirements apply.  Special  Elections  should  be  called 
at  least  four  weeks  ahead.  In  cases  where  a  Satur- 
day registration  session  falls  within  two  days  of  a  holi- 
day, more  time  may  be  needed  and  absentee  ballots 
must  be  available.  Special  registration  sessions  must 


be  held  20  days  prior  to  elections  noon  to  10  p.m. 
and  the  prior  Saturday  from  9  a.m.  to  5  p.m.  On  elec- 
tion day,  the  following  standard  procedures  apply: 

-  The  same  number  of  election  officers  should  be 
used  as  in  a  regular  election. 

-  The  town  can  not  reduce  the  number  of 
precincts  for  this  election  only. 

-  In  towns,  polling  places  may  be  changed  "if  the 
selectmen  conclude  that  the  public  convenience 
would  be  better  served."  In  cities,  polling  places 
can  be  moved  outside  the  precinct  only  if  no 
suitable  voting  place  can  be  found  in  the 
precinct.  In  either  case,  voters  must  be  notified 
by  mail  if  polling  places  are  changed. 

Wording  for  all  questions  is  included  in  M.G.L. 
Chapter  59,  section  21 C.  This  is  the  exact  word- 
ing that  must  appear  on  the  ballot.  Purposes  for 
expenditures  must  be  included  only  where  in- 
dicated in  Chapter  59.  No  official  information 
other  than  the  actual  text  of  the  question  may 
appear  on  the  ballot.  In  addition,  election  offi- 
cials may  not  publish  official  voter  information 
regarding  campaign  and  informational  activities 
at  town  expense. 

Officials  from  some  towns  have  inquired  as  to 
whether  or  not  voters  may  rescind  their  votes  to  hold 
special  elections  under  Proposition  2  1/2  or  to  place 
a  particular  question  on  the  ballot.  The  General  Laws 
do  not  address  this  question.  However,  since 
parliamentary  law  generally  allows  a  parliamentary 
body  to  rescind  a  vote  by  a  two-thirds  vote,  it  is  prob- 
ably possible  to  vote  to  rescind  as  long  as  no  action 
(such  as  printing  the  ballot,  posting  the  warrant,  or 
sending  out  the  absentee  ballots)  has  been  taken  in 
reliance  upon  the  vote. 

The  Secretary  of  State's  Elections  Division  receives 
numerous  inquiries  regarding  Proposition  2  1/2  bal- 
lot questions  and  has  outlined  some  of  the  typical 
questions  and  their  answers. 

Q:  Who  may  decide  to  place  a  Proposition  2  1/2 

question  on  the  ballot? 
A:  Only  a  majority  of  the  City  Council  (with  the 

Mayor's  approval)  or  a  majority  of  the  Board 

of  Selectmen  may  vote  to  place  a  Proposition 

2  1/2  question  on  the  ballot. 

Q:  May  the  voters  in  a  city  or  town  force  the 
selectmen  or  the  city  council  to  place  a  Propo- 
sition 2  1/2  question  on  the  ballot  by  petition? 

A:  No.  Voters  may  submit  a  petition  to  the  select- 
men or  the  city  council  asking  that  they  place 
or  not  place  the  question  on  the  ballot,  but 
such  a  petition  has  no  legal  effect  and  is  not 
binding  on  the  selectmen  or  the  city  council. 

( Continued  on  the  next  page) 
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The  initiative  process  (where  available)  may 
be  used  to  place  the  question  of  whether  a  city 
or  town  should  be  required  to  reduce  the 
amount  of  the  tax  levy  for  any  particular  year. 
The  statute  specifically  states  that  the  initia- 
tive may  be  used  for  this  type  of  question 
(M.G.L  59,  section  21 C  (h)).  Since  there  is  no 
similar  language  in  any  other  part  of  the  sta- 
tute, the  initiative  process  may  not  be  used  to 
place  any  other  Proposition  2  1/2  question  on 
the  ballot.  1 


Q: 


A: 


Q 


May  the  Selectmen  or  City  Council  call  a  spe- 
cial election  to  place  a  Proposition  2  1/2  ques- 
tion on  the  ballot? 

Yes  they  may.  However,  they  must  call  the 
special  election  at  least  28  days  after  they  vote 
to  place  a  Proposition  2  1/2  question  on  the 
ballot  in  order  to  allow  enough  time  to  prepare 
absentee  ballots  and  to  hold  voter  registration 
sessions  before  the  special  election. 


How  many  Proposition  2  1/2  questions  may 
be  placed  on  a  local  ballot? 
A:  As  many  as  the  Selectmen  or  City  council  de- 
cide to  place  on  the  ballot. 

Q:  How  many  times  may  the  Selectmen  or  City 
Council  place  the  same  Proposition  2  1/2 
question  on  the  ballot? 

A:  As  many  times  as  they  like. 

Q:  Must  the  Selectmen  or  City  Council  wait  a  cer- 
tain amount  of  time  before  putting  the  same 
Proposition  2  1/2  question  on  the  ballot  again? 

A:  No. 

Q:  May  a  Proposition  2  1/2  question  be  placed 
on  the  state  election  ballot? 

A:  Yes,  a  community  may  place  up  to  three  ques- 
tions on  the  state  ballot.  In  order  to  place  this 
question  on  the  state  ballot,  the  Secretary's 
Elections  Division  must  receive  a  copy  of  the 


vote  of  the  Selectmen  or  City  Council,  attest- 
ed by  the  City  or  Town  clerk,  no  later  than  the 
first  Wednesday  in  August. 

Q:  Can  any  summary  or  explanation  of  the  Propo- 
sition 2  1/2  question  be  placed  on  the  ballot? 

A:  No,  the  question  on  the  ballot  must  use  the 
exact  language  outlined  in  the  statute  (M.G.L. 
Chapter  59,  section  29C),  and  no  other  lan- 
guage may  appear  on  the  ballot.  i 

Q:  May  a  city  or  town,  at  public  expense,  prepare 
a  summary  of  the  Proposition  2  1/2  question 
or  any  other  material  advocating  for,  or  argu- 
ing against,  passage  of  the  question? 

A:  No.  In  the  case  of  Anderson  v.  City  of  Boston, 
376  Mass.  (1978),  the  Massachusetts  Supreme 
Judicial  Court  held  that  a  municipality  has  no 
authority  to  appropriate  funds  for  the  purpose 
of  trying  to  influence  the  result  of  a  ballot 
question. 

We  hope  you  find  this  information  helpful.  If  you  have 
any  questions  on  election  law,  contact  the  Election 
Division,  Office  of  the  Secretary  of  State  at  (617) 
727-2828. 


CITY  &  Town,  a  publication  of  the  Massachusetts 
Department  of  Revenue's  Division  of  Local 
Services,  is  published  twelve  times  per  year.  The 
Division  is  responsible  for  oversight  and  assis- 
tance to  cities  and  towns  in  achieving  equitable 
property  taxation  and  efficient  fiscal  manage- 
ment. (617)  727-2300 
Editor:  Elizabeth  Rose  Anderson 
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THE  VALUE  OF  FINANCIAL  FORECASTING 


What  is  the  impact  of  a  multi-year  collective  bargain- 
ing agreement  on  a  community's  financial  condition? 
To  what  extent  does  inflation  absorb  the  annual  in- 
crease in  the  levy  limit?  What  is  the  long-term  im- 
pact of  level-funded  or  declining  state  aid  on  a 
community's  revenue  growth?  What  will  it  mean  to 
a  community's  budget  when  the  landfill  closes  in  two 
years  and  solid  waste  will  have  to  be  trucked  and 
dumped  beyond  the  town  line? 

A  community  that  conducts  a  multi-year  revenue  and 
expenditure  forecast  can  eliminate  "surprises"  when 
faced  with  these  and  other  issues.  The  results  of  a 
forecast  can  serve  as  a  focus  of  policy  debate  on 
how  services  are  financed  and  the  future  direction, 
level  or  mix  of  town  services.  Furthermore,  the 
process  of  conducting  a  forecast  can  be  a  valuable 
exercise  in  financial  team  building. 

METHODOLOGY 

Forecasting  is  more  of  an  art  than  a  science,  and 
there  is  no  one  right  way  to  do  it.  The  Division  of  Lo- 
cal Services'  Technical  Assistance  section  has  de- 
veloped one  simple  approach  that  can  be  adapted 
by  communities  for  their  own  use.  This  approach  is 
based  on  the  concept  of  a  "maintenance  level 
budget." 

Using  this  methodology,  expenditures  are  project- 
ed based  on  the  expected  cost  of  maintaining  the 
current  level  of  service  in  future  years.  This  cost 
reflects  increases  due  to  inflation  and  the  continua- 
tion of  current  trends  in  fixed  costs  such  as  health 
insurance.  New  positions  and  programs  are  not  in- 
cluded in  the  projection.  Potential  negotiated  salary 
increases,  one-time  capital  expenditures  and  other 
non-recurring  costs  are  likewise  excluded  at  this 
point  in  the  forecast. 

On  the  revenue  side,  this  approach  -  like  any  effec- 
tive forecast  -  involves  an  examination  of  the  four 
main  sources  of  revenue:  the  property  tax  levy,  state 
aid,  local  receipts  and  other  available  funds.  Gener- 
ally, historical  trends  should  be  examined  and  a  de- 
termination made  about  whether  these  trends  can 
be  expected  to  continue.  Adjustments  are  made 


when  appropriate.  For  example,  historical  rates  of 
new  growth  may  need  to  be  modified  to  reflect  the 
impact  of  a  changing  regional  economy  on  construc- 
tion activity.  In  that  certified  free  cash  is  a  function 
of  the  financial  results  of  a  given  fiscal  year,  projec- 
tions may  need  to  reflect  leaner  expenditure  budg- 
ets and  tighter  revenue  budgets  which  translates  into 
less  free  cash. 

The  final  step  in  a  forecast  is  a  comparison  of 
projected  revenues  and  expenditures  to  determine 
the  community's  future  financial  position.  In  the 
maintenance  budget  forecast  approach,  the  differ- 
ence between  projected  annual  revenues  and  ex- 
penditures is  defined  as  "funds  available  for 
discretionary  purposes."  These  funds  are  a  reflec- 
tion of  the  ability  of  the  community  to  expand  exist- 
ing programs,  initiate  new  ones,  provide  for  salary 
increases,  or  finance  capital  expenditures  from  cur- 
rent sources  of  revenue. 

ELEMENTS  OF  A  SUCCESSFUL  FORECAST 

The  success  of  a  forecast  depends  on  a  high  level 
of  cooperation  between  local  financial  officials  in- 
cluding town/city  managers,  accountants,  treas- 
urers, collectors,  assessors,  finance  committees, 
school  officials,  and  Boards  of  Selectmen/City  Coun- 
cils. Also,  the  following  should  be  considered  when 
preparing  a  forecast. 

•  the  forecast  should  be  based  on  assumptions 
that  are  easily  understood  and  adjustable  as 
newer  information  becomes  available 

•the  forecast  should  be  written  so  that  financial 
and  non-financial  personnel  can  comprehend 
the  information 

•  the  forecast  should  be  made  available  to  poli- 
cy makers  in  the  community  and  its  release 
should  dovetail  with  the  early  stages  of  a  com- 
munity's budget  process. 

Finally,  the  assumptions  upon  which  projections  are 
made  change  with  time.  It  is  therefore  necessary  to 
update  the  completed  forecast  with  current  informa- 
tion in  order  for  the  forecast  to  remain  useful. 


Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Deputy  Commissioner 


Ljivi£>iuii  ui  uucai  services 


THE  RESIDENTIAL  EXEMPTION 
FOCUS  CLARIFICATION  AND  UPDATE 


The  May  1990  CITY  &  Town  FOCUS  covered  the 
topic  of  FY89  Single  Family  Residential  Tax  Bills.  We 
received  a  number  of  calls  in  response  to  this  issue, 
particularly  regarding  comnnunities'  use  of  the  residen- 
tial exemption. 

As  the  May  FOCUS  explained,  communities  have  the 
option  of  adopting  a  residential  exemption,  which  ex- 
empts from  taxation  a  certain  percentage  of  the  aver- 
age value  of  all  residential  property.  The  residential 
exemption  increases  the  overall  residential  tax  rate  and 
shifts  the  residential  tax  burden  onto  more  expensive 
housing  and  housing  that  is  not  occupied  by  the  owner 
as  a  principal  residence,  such  as  an  apartment  build- 
ing or  a  vacation  home. 

A  total  of  nine  communities  used  residential  exemp- 
tions in  FY89.  Residential  exemptions  per  community 
ranged  from  a  low  of  $12,700  to  a  high  of  $63,666.  The 
impact  of  the  residential  exemption  is  to  decrease  the 
taxable  valuation,  and  thus  the  tax  bill  of  many  home- 
owners, by  the  amount  of  the  residential  exemption. 
While  it  is  not  possible  to  calculate  an  average  residen- 
tial tax  bill  that  reflects  the  effect  of  the  exemption,  it 
is  important  to  note  that  the  exemption  does  lower  the 
taxable  value  and  therefore  the  tax  bill  of  those  tax- 
payers qualified  to  receive  it. 

Listed  below  are  those  communities  that  have  adopt- 
ed the  residential  exemption,  the  amounts  of  these  ex- 
emptions, and  the  impact  of  these  exemptions  on  the 


tax  bills  of  those  taxpayers  qualified  to  receive  a  resi- 
dential exemption  (amount  of  exemption  x  residential 
tax  rate/1000): 


Community 

Residential  Exemption 

i 

Impact  of 

Amount  &  Percentage* 

Exemption 

Boston 

$36,033 

(20%) 

$287 

Brookline 

57,900 

(20%) 

803 

Cambridge 

57,346 

(20%) 

529 

Marlborough 

14,440 

(10%) 

137 

Nantucket 

63,666 

(20%) 

257 

Somerset 

12,700 

(10%) 

121 

Tisbury 

28,021 

(20%) 

325 

Waltham 

44,600 

(20%) 

357 

Watertown 

21 ,800 

(10%) 

230 

*  Chapter  200  of  the  Acts  of  1988  expanded  the 
residential  exemption.  Prior  to  the  amendment,  the 
residential  exemption  could  not  exceed  70%  of  the 
average  assessed  value  of  Class  One,  Residential  par- 
cels; Chapter  200  provides  that  the  residential  exemp- 
tion may  not  exceed  20%  of  the  average  assessed 
value  of  all  Class  One,  Residential  parcels. 

Erroneous  data  for  the  town  of  Nantucket  appeared 
in  the  May  issue.  For  Nantucket,  the  number  of  par- 
cels was  incorrectly  listed  as  1 ,106.  The  correct  figure 
is  4,506  making  the  amount  of  the  average  bill  $1 ,671 , 
not  $6,809. 


SOUTHBOROUGH  PUTS  CAMA/QUARTERLY 

TAX  BILLING  TO  USE 


Southborough  assessor  Arthur  Holmes  was  pleased 
to  announce  that  his  community  is  the  first  in  the  Com- 
monwealth to  issue  quarterly  tax  bills  using  the  CAMA 
(computer  assisted  mass  appraisal)  system.  We  would 
like  to  highlight  this  community's  achievement  in  CITY 
&  Town  for  two  purposes.  The  first  is  to  acknowledge 
the  competence  and  conscientiousness  of  the  South- 
borough  team  who  made  it  happen.  The  second  pur- 
pose is  to  encourage  other  communities  to  take  advan- 
tage of  the  CAMA  system  and  the  option  to  issue 
quarterly  tax  bills,  as  two  opportunities  to  make  the 
most  effective  use  of  their  financial  resources. 

The  CAMA  system  was  developed  to  provide  local  as- 
sessors with  a  modern,  cost  effective  tool  to  maintain 
full  and  fair  cash  values  and  perform  tax  administra- 
tion functions  at  reasonable  cost.  Communities  decid- 
ing to  use  CAMA  receive  the  necessary  software,  train- 
ing and  support  needed  to  operate  the  system  from 
the  Department  of  Revenue.  The  option  to  issue  quart- 
erly tax  bills  was  provided  to  cities  and  towns  through 
legislation  enacted  last  year.  Using  this  option,  com- 
munities may  collect  the  property  tax  four  times  a  year 
instead  of  twice.  In  addition  to  allowing  for  increased 


investment  income  and/or  reduced  tax  anticipation 
borrowing  costs,  a  quarterly  system  benefits  commu- 
nities by  creating  a  more  regular  billing  cycle  and  al- 
lowing them  to  avoid  interest  rebates  required  by  the 
Tax  Reform  Act  of  1986.* 

When  Southborough's  financial  management  team 
met  in  April  and  concluded  that  issuing  quarterly  tax 
bills  this  year  was  imperative,  there  was  the  question 
of  whether  the  assessors  could  quickly  determine  the 
amounts  due,  make  any  necessary  adjustments  or 
changes  and  generate  the  first  quarterly  bill  for  mail- 
ing before  July  1  (the  effective  tax  collection  date  es- 
tablished by  the  new  law).  Southborough,  which  was 
the  pilot  CAMA  community,  had  been  steadily  enter- 
ing changes  into  the  CAMA  system  since  the  last  com- 
mitment so  it  only  had  to  accomplish  minimal  data 
entry  in  order  to  produce  the  quarterly  bills.  The  quart- 
erly tax  bills  were  issued  on  June  12. 

The  Southborough  Staff  designed  the  bill  format  and 
the  preliminary  commitment  book,  used  the  CAMA 
system's  custom  report  writer  to  run  quality-control  re- 
ports, to  produce  the  commitment  book,  and  then  to 

Continued  on  page  1 
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ROOM  OCCUPANCY  REVENUES 


This  issue  of  CITY  &  Town  FOCUS  provides  esti- 
mates of  local  room  occupancy  excise  ("hotel- 
motel")  revenues.  In  the  face  of  the  constraints  of 
Proposition  2V2  and  limited  state  revenue  sharing 
funds,  it  is  important  that  cities  and  towns  consider 
potential  alternative  sources  of  revenue.  We  present 
these  data  to  assist  both  adopting  and  non-adopting 
communities  to  develop  reliable  projections  of  the 
amount  of  hotel-motel  revenue  that  can  be  expect- 
ed for  FY91. 

In  July  1985,  the  legislature  enacted  a  local  room 
occupancy  excise,  enabling  cities  and  towns  to  im- 
pose a  local  option  hotel-motel  excise  of  up  to  4% 
in  addition  to  the  regular  State  hotel-motel  tax  of 
5.7%.  The  Department  of  Revenue  administers  the 
excise  on  behalf  of  adopting  communities,  distribut- 
ing the  collected  money  twice  each  year  (in  June  and 
December)  to  be  used  as  a  local  estimated  receipt 
by  communities.  All  of  the  revenue  collected  on  be- 
half of  each  adopting  community  is  returned  to  that 
community. 

This  FOCUS  presents  two  types  of  information:  (1) 
data  developed  by  the  Department  of  Revenue's 
Bureau  of  Analysis,  Estimation,  and  Research 
(BAER)  based  on  either  state  or  local  excise  collec- 
tions during  FY89  and;  (2)  Total  FY90  excise  distri- 
butions received  by  adopting  communities. 

FINDINGS 

In  FY89,  a  total  of  226  communities,  or  64%  of 
municipalities  statewide,  had  rents  which  could  be 
taxed  under  a  local  excise.  Effective  through  June 
30,  1990,  a  total  of  123  communities,  or  54%  of 
those  eligible  in  FY89,  had  adopted  the  hotel-motel 
excise.  Since  August  1985,  when  the  first  commu- 
nity adopted  the  excise,  $131.4  million  has  been 
returned  to  communities  in  ten  distributions. 

The  FY89  estimates  indicate  that  potential  statewide 
hotel-motel  revenue  is  $39.1  million.  Adopting  com- 
munities received  a  total  of  $37  million  in  FY90  ex- 
cise distributions.  For  those  communities  that  have 
adopted  the  hotel-motel  excise,  excise  revenue  as 
a  percent  of  spending  averages  .63%. 

This  report  provides  the  following  data,  by  com- 
munity: 

-Adopting.  An  A  indicates  if  the  community 
has  adopted  the  excise,  effective  through 
June  30,  1990. 

•  FY89  Estimate.  An  estimate  of  the  revenue 
that  the  community  could  raise  under  the  ex- 


cise,  developed  by  BAER.  See  description  be- 
low under  "Methodology." 

-FY89  Estimate  as  a  Percent  of  FY89 
Spending. 

t-FY90  Distribution.  The  amount  of  excise  re- 
turned to  adopting  communities  in  the  No- 
vember 1989  and  June  1 990  distributions. 

METHODOLOGY 

FY89  Estimates.  For  those  communities  that  had 
adopted  the  excise  on  or  before  July  1 ,  1988,  BAER 
has  compiled  actual  local  tax  collections.  Local  tax 
collection  figures  presented  are  for  the  period  July 
1 , 1988  to  June  30,  1989.  (Since  actual  distributions 
during  FY89  covered  a  slightly  different  twelve 
month  period  -  June  1 ,  1 988  to  May  31 ,  1 989  -  the 
figures  presented  do  not  exactly  match  the  amount 
of  revenue  actually  received  during  FY89). 

For  those  communities  that  had  not  adopted  the  lo- 
cal excise  by  July  1 , 1 988,  BAER  has  used  State  tax 
collection  data  to  estimate  the  amount  of  local  ex- 
cise the  community  could  have  collected  during 
FY89  if  the  excise  had  become  effective  on  July  1 , 
1988. 

For  communities  that  enacted  or  changed  the  rate 
of  the  excise  mid-year,  a  full-year  estimate  was  made 
using  State  tax  collections  data. 

Letter  Code.  A  letter  code  follows  the  FY89  estimate 
for  many  communities.  For  reasons  of  taxpayer  con- 
fidentiality, the  Department  of  Revenue  cannot  pub- 
lish the  amount  of  tax  it  collected  from  an  individual 
operator.  A  letter  code  signifying  a  dollar  range  is 
substituted  for  communities  with  only  one  or  two  es- 
tablishments; the  dollar  ranges  are  shown 
on  page  4.  For  the  purposes  of  this  FOCUS,  we 
have  used  the  midpoint  of  the  range  to  calculate  the 
FY89  estimate  shown.  It  should  be  recognized  that 
this  methodology  will  produce  under-  or  over- 
estimates for  communities  whose  actual  collections 
fall  at  the  high  or  low  end  of  the  range,  as  evidenced 
by  the  data  for  communities  with  FY90  distribution 
figures.  If  local  officials  are  interested  in  receiving 
exact  dollar  estimates  for  those  which  are  coded, 
please  write  to: 

Susan  Conway,  Program  Manager 
Massachusetts  Department  of  Revenue 
Bureau  of  Analysis,  Estimation,  and  Research 
100  Cambridge  Street,  Room  800 
Boston  MA  02204 
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Border  Community.  The  symbol  #  indicates  a 
"border  community,"  a  city  or  town  with  an  estab- 
lishment crossing  community  lines.  In  these  cases, 
the  excise  revenues  that  the  community  will  actual- 
ly receive  from  the  establishment  will  vary  depend- 
ing on  whether  or  not  the  border  community  has  also 
adopted  the  excise.  Effective  March  1,  1990,  the 
amount  of  local  excise  that  communities  receive 
from  establishments  crossing  community  lines  will 
be  determined  according  to  a  revised  regulation.  The 
amount  of  local  excise  credited  to  each  town  will  be 
determined  according  to  the  number  of  rooms  locat- 
ed in  the  town.  Since  this  provision  was  not  in  effect 
during  FY89,  the  FY89  BAER  estimates  have  been 
divided  equally  among  the  communities.  FY90  dis- 
tributions reflect  the  March  1 , 1990  impact  of  the  re- 
vised regulation.  Communities  with  border 
establishments  should  consider  the  full-year  impact 
of  this  regulation. 

FY90  Distributions.  The  figure  shown  is  the  actual 
amount,  if  any,  distributed  to  a  community  in  the  De- 
cember 1989  and  June  1990  payments  (covering  the 
period  June  1 ,  1 989  to  May  31 ,  1 990).  The  symbol 
@  indicates  that  this  figure  reflects  less  than  a  full 
year  of  distributions  at  the  current  adopted  rate  due 
to  the  effective  date  adopted  by  the  community. 

USE  IN  ESTIiVIATING  REVENUE  FOR  FY91 

In  most  circumstances,  communities  that  have 
received  a  full  year  of  hotel-motel  revenues  for  FY90 
should  use  that  figure  as  a  basis  for  FY91  projec- 
tions. Communities  that  either  have  not  adopted  the 
excise  or  have  received  less  than  a  full  year  of  dis- 
tributions should  base  their  estimates  on  the  FY89 
estimate  and/or  letter  code  range  as  being  the  best 
information  available  at  this  time. 

In  either  case,  local  officials  should  be  aware  that 
changes  in  the  lodging  industry  in  an  individual  com- 
munity from  year  to  year  may  cause  significant 
swings  in  excise  revenues.  Indications  are  that  the 
tourism  economy  in  Massachusetts  may  be  declin- 
ing slightly  as  part  of  the  whole  regional  economic 
slowdown.  This  varies  widely  from  region  to  region, 
however.  An  individual  community's  increases  or 
decreases  in  the  level  of  tourism  and  the  opening 
or  closing  of  establishments  are  factors  to  be  consi- 
dered in  projecting  excise  revenues.  Local  officials 
are  in  the  best  position  to  factor  changes  of  this  type 
into  their  revenue  projections. 


SOURCE  OF  FY89  DATA:  Massachusetts  Depart- 
ment of  Revenue,  Bureau  of  Analysis,  Estimation 
and  Research,  Room  Occupancy  Revenue  Report 
For  tlie  351  Cities  and  Towns,  Fiscal  Year  1989, 

June  1990.  This  report  has  been  distributed  to  local 
officials  separately.  SOURCE  OF  FY90  DATA:  Mas- 
sachusetts Department  of  Revenue,  Revenue  Ac- 
counting Bureau. 

This  FOCUS  was  developed  by  the  Analysis  Unit  and 
the  Municipal  Data  Bank. 


EXPLANATION  OF  LETTER  CODES 

A  letter  code  indicates  an  estimate  of  hotel-motel  ex- 
cise in  the  following  range  per  percentage  point  up 
to  4%  adopted  by  the  community.  The  range  below 
should  be  multiplied  by  4,  for  example,  to  give  the 
estimated  revenues  for  a  community  adopting  the 
maximum  4%  rate.  ^ 


na:  Not  Applicable 
a:  Less  than  $500 
b:  $500  -  $999 
c:  $1,000  -  $3,999 
d:  $4,000  -  $9,999 
e:  $10,000 -$19,999 


$20,000 
$30,000 
$40,000 
$50,000 
$60,000 
$70,000 


$29,999 
$39,999 
$49,999 
$59,999 
$69,999 
$79,999 


na:  According  to  Department  of  Revenue  records, 
no  operator  in  this  community  remitted  any  excise 
tax  in  FY89.  Great  Barrington  and  Williamstown 
have  adopted  the  excise  effective  during  FY91. 
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Division  of  Local  Services 


SOUTHBOROUGH        continued  from  page  2 

generate  the  bills  weeks  before  the  mailing  date.  DOR 
advisors  played  a  supporting  role,  but  usually  only  to 
affirm  that  Southborough  officials'  assumptions  were 
correct.  Southborough's  assessing  team  demonstrated 
how  an  accurate  computerized  assessment  data  base, 
when  used  with  a  flexible  report  writer,  can  respond  to 
new  and  unexpected  municipal  needs  without  neces- 
sitating outside  programmers. 


The  assessing  team,  including  Mr.  Holmes,  Connie 
Ross  and  Patrice  Kline,  saved  Southborough  a  great 
deal  of  time  and  money.  We  congratulate  them  on  a 
job  expertly  done! 

*  The  March  1990  CITY&  Town  FOCUS  provided  es- 
timates of  the  benefits  for  each  city  and  town.  Extra 
copies  are  available  by  request.  Call  the  Editor  at  (61 7) 
727-2300. 


ENVIRONMENTAL  REGULATIONS 
AND  PROPOSITION  2V2 


In  April,  1990,  the  Supreme  Judicial  Court  made  a  de- 
cision concerning  the  local  mandate  provision  of 
Proposition  2  1/2  in  the  case  of  Town  of  Norfolk  v. 
Department  of  Environmental  Quality  Engineering,  407 
Mass.  233  (1990).  The  controversy,  which  generated 
extensive  media  coverage,  arose  when  the  Town  of 
Norfolk  sought  permission  from  DEQE  (now  the  De- 
partment of  Environmental  Protection  or  DEP)  to  ex- 
pand the  landfill  which  it  owned  and  operated.  In  1984, 
DEQE  approved  the  landfill's  expansion,  under  the 
condition  that  an  impervious  liner  to  prevent  ground- 
water pollution  be  installed.  That  same  year,  Norfolk 
began  construction  in  accordance  with  the  DEQE  re- 
quirements. The  town  also  contacted  the  Division  of 
Local  Mandates  (DLM),  a  subdivision  of  the  State  Au- 
ditor's Office.  DLM  ruled  that  Chapter  29  Section 
27C(e)  of  the  General  Laws,  the  local  mandate  provi- 
sion of  Proposition  2  1/2,  exempted  the  community 
from  installing  the  liner.  It  was  determined  in  accor- 
dance with  this  statute  that  there  was  an  unfunded 
cost  or  deficiency  of  about  $144,000. 

Norfolk  brought  suit  in  Superior  Court  to  enforce  its 
exemption  right.  The  Superior  Court  ruled  in  favor  of 
the  town,  contending  that  DEQE's  requirement  that 
Norfolk  install  an  impervious  liner  was  a  rule  or  regu- 
lation and  hence  a  mandate  under  Chapter  29.  Adopt- 
ing the  DLM's  finding  that  the  deficiency  was 
approximately  $144,000,  the  judge  held  that  the  Town 
of  Norfolk  was  exempt  from  the  DEQE  requirement 
until  the  commonwealth  reimbursed  the  community  for 
the  full  cost  of  the  liner.  DEQE  appealed  this  decision 
to  the  Supreme  Judicial  Court. 

The  SJC  held  that  central  to  this  case  was  Chapter 
29  Section  27C  which  provides  that: 

Any  administrative  rule  or  regulation  taking  ef- 
fect on  or  after  January  first,  nineteen  hundred 
and  eighty-one  which  shall  result  in  the  imposi- 
tion of  additional  costs  upon  any  city  or  town 
shall  not  be  effective  until  the  general  court  has 
provided  by  general  law  and  by  appropriation  for 
the  assumption  by  the  commonwealth  of  such 
costs,  exclusive  of  incidental  local  administrative 
expenses.... 


In  the  Court's  view,  this  local  mandate  provision  does 
not  exempt  municipalities  from  laws  or  regulations  gov- 
erning activities  engaged  in  by  private  businesses,  if 
a  municipality  voluntarily  engages  in  such  activities. 
The  Court  believed  that  the  intent  of  Proposition  2  1/2 
was  to  exempt  cities  and  towns  from  regulations  where 
the  municipality  has  no  choice  but  to  comply  and  pay 
the  costs. 

The  Court  stated  that  a  municipality  is  not  required  by 
State  law  to  operate  a  landfill.  In  fact,  most  communi- 
ties in  Massachusetts  use  privately  owned  and  oper- 
ated landfills.  By  operating  a  landfill,  the  Court  rea- 
soned, the  Town  of  Norfolk  voluntarily  engaged  in  a 
heavily  regulated  industry  and  was  thereby  subject  to 
the  same  governmental  regulations  and  costs  as  is  a 
private  business.  In  the  Court's  view,  DEQE  gave  Nor- 
folk the  choice  of  either  installing  the  liner  or  not  ex- 
panding the  landfill.  Prior  court  decisions,  however, 
clearly  showed  that  tough  choices  are  not  considered 
to  be  mandatory  obligations  under  Proposition  2  1/2. 

In  this  instance,  the  Town  of  Norfolk  incurred  certain 
costs  by  voluntarily  engaging  in  the  operation  of  a  land- 
fill. The  Court  held  that  Proposition  2  1/2  should  not 
be  interpreted  so  as  to  exempt  cities  and  towns  from 
environmental  regulations  which  result  in  indirect  costs 
for  municipalities.  Accordingly,  the  lower  court  deci- 
sion was  reversed. 
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RECENT  TECHNICAL 

WINCHENDON  SEWER  COSTING  STUDY:  At  the  re- 
quest of  the  Winchendon  Board  of  Selectmen,  the  Di- 
vision of  Local  Services  conducted  an  analysis  of  the 
town's  total  costs  of  delivering  water  and  sewer  serv- 
ices. Aside  from  determining  the  total  costs  of  operat- 
ing the  water  and  sewer  departments,  the  primary  goal 
of  performing  the  analysis  was  to  determine  the  por- 
tion of  total  costs  that  is  subsidized  from  the  general 
fund.  The  general  fund  subsidy  is  the  difference  be- 
tween the  total  cost  of  operating  the  water  and  sewer 
departments  and  the  revenues  generated  through 
water  and  sewer  user  fees. 

LANESBOROUGH  REVENUE  AND  EXPENDITURE 
FORECAST:  The  Division  of  Local  Services  recently 
completed  a  forecast  for  the  Town  of  Lanesborough. 
The  three-year  forecast  was  prepared  at  the  request 

;  of  the  Board  of  Selectmen  and  reviewed  the  town's 

current  financial  condition  and  compared  the  cost  of 

:  maintaining  the  current  (FY90)  level  of  services  for  the 


f        DLS  TRAINING  EVENTS 

ft 

J  The  Department  of  Revenue  will  cosponsor  a  series 

of  workshops  titled  Prudent  Investment  Practices  in 

J  a  Changing  Financial  Market  in  cooperation  with  the 

Massachusetts  Government  Finance  Officers  Associ- 
ation and  Massachusetts  Collectors  and  Treasurers 

:  Association.  The  workshops,  to  be  conducted  by  Peat 

^  Marwick,  will  take  place  as  follows: 

I  Tuesday,  July  24  at  the  King's  Grant  Inn  in  Danvers 

'  Wednesday,  July  25  at  the  Hilton  Inn  in  Northampton 

•  Thursday,  July  26  at  the  Sheraton  in  Sturbridge 

j  Friday,  July  27  at  the  Sheraton  in  Plymouth 

A  small  registration  fee  will  be  charged.  For  more  in- 
:  formation,  please  call  the  Division  of  Local  Services 

at  (617)  727-2300. 


ASSISTANCE  PROJECTS 

next  three  fiscal  years  to  projected  revenues.  The  fore- 
cast classifies  the  difference  between  projected  annual 
revenues  and  expenditures  as  funds  available  for  dis- 
cretionary purposes.  These  funds  are  an  estimate  of 
the  town's  ability,  using  current  sources  of  revenue, 
to  expand  existing  services,  initiate  new  ones,  provide 
for  salary  increases,  or  finance  capital  expenditures. 

The  Division  of  Local  Services  encourages  cities  and 
towns  to  conduct  revenue  and  expenditure  fore- 
casts, and  has  prepared  a  workbook  to  guide  local 
officials  through  the  necessary  steps.  For  more  in- 
formation, please  contact  Rob  Addelson,  Division  of 
Local  Services  -  Municipal  Data  Management  and 
Technical  Assistance  Bureau,  200  Portland  Street, 
Boston,  MA  02114-1715  (617)  727-2300. 


—  Editorial  Board  — 

Managing  Editor  Elizabeth  Rose  Anderson 

Section  Editors 

Analysis  Unit  Julie  Slavet 

Bureau  of  Accounts  Joseph  Tassone 

Technical  Assistance  Frederick  Kingsley 

Property  Tax  Bureau  Harry  M.  Grossman 

Bureau  of  Local  Assessment... Regina  McArdle 
Western  Regional  Offices  Kirsten  Shirer 


The  Division  of  Local  Services  publishes  CITY  &  Town  twelve  times 
per  year.  The  Division  is  responsible  for  providing  assistance  to  ci- 
ties and  towns  in  achieving  equitable  property  taxation  and  efficient 
fiscal  management. 
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CASH  RECONCILIATION 


Even  in  the  smallest  of  communities,  millions  of  dol- 
lars pass  through  the  hands  of  local  finance  officials. 
Effective  cash  management  —  good  practices  for  col- 
lecting, recording  and  depositing  these  funds  efficiently 
—  is  essential  to  safeguard  the  financial  interests  of 
community. 

The  treasurer  is  a  key  player  in  maintaining  a  system 
of  financial  controls  to  safeguard  funds  and  ensure  that 
transactions  are  properly  authorized  and  accurately 
performed.  The  collector  and  accountant  also  play  im- 
portant roles. 

One  extremely  important  element  of  financial  control 
is  an  orderly  cash  reconciliation  system.  Performing 
prompt  and  frequent  reconciliation  is  a  vital  process 
and  should  be  a  cooperative  effort  between  the  treas- 
urer and  the  accountant.  Reconciliation  ensures  that 
the  community's  assets  are  safeguarded  and  its  finan- 
cial records  accurately  reflect  the  community's  finan- 
cial position. 

The  first  step  in  cash  reconciliation  is  to  reconcile  or 
match  bank  statements  to  the  treasurer's  cash  bal- 
ance. Think  of  it  as  checking  your  own  bank  statement 
against  your  check  register.  The  purpose  is  to  account 
for  deposits  in  transit,  outstanding  checks,  checks  re- 
turned for  insufficient  funds,  interest  earned  per  bank 
statement  but  not  recorded  on  the  books,  and  possi- 
ble bank  service  charges.  When  this  step  is  complete, 
the  treasurer  and  accountant  then  compare  balances 
to  make  sure  these  agree. 

It's  common  that  the  accountant  and  treasurer  will  dis- 
agree on  cash  balances.  Inconsistencies  may  result 
from  reporting  errors  or  timing  differences  in  record- 
ing certain  receipts  or  disbursements.  It  is  critical,  how- 
ever, that  there  be  a  process  to  determine  why  the 
differences  occurred.  If  the  reasons  for  the  differences 
cannot  be  found,  there  may  be  serious  financial  man- 
agement implications.  For  instance,  the  community's 
balance  sheet,  upon  which  free  cash  is  certified,  may 
be  called  into  question. 

Bank  accounts,  the  treasurer's  cash  book,  and  the  ac- 
countant's records  should  be  reconciled  at  least  once 
a  month'.  The  longer  cash  reconciliation  is  put  off,  the 
more  difficult  it  becomes  to  spot  and  correct  problems. 


To  illustrate  the  importance  of  timely  reconciliations, 
consider  the  experience  of  one  Massachusetts  town. 
A  bank  incorrectly  charged  the  town's  account  for  a 
check  of  over  $100,000  that  should  have  been  charged 
against  the  account  of  a  private  business.  It  was  some 
time  before  the  town  treasurer  recognized  the  error. 
Although  the  problem  was  ultimately  resolved,  the 
town  lost  the  use  of  the  funds  for  some  time  and,  more- 
over, was  forced  to  borrow  funds  during  the  period  to 
pay  its  own  bills. 

While  good  financial  controls  bring  real  benefits,  poor 
practices  can  produce  serious  problems.  Many  com- 
munities have  learned  the  hard  way  that  improperly 
recorded  transactions,  if  left  unattended,  can  lead  to 
a  state  of  disorder  requiring  months  to  untangle.  In  the 
meantime,  public  funds  and  the  credibility  of  local  offi- 
cials can  be  jeopardized. 

The  Division  of  Local  Services  monitors  the  reconcili- 
ation process  through  the  Quarterly  Report  of  Recon- 
ciliation of  Treasurer's  Cash.  This  document  is  one  of 
the  most  important  external  reports  required  by  the  Bur- 
eau of  Accounts.  It  is  designed  to  show  that  the  treas- 
urer has  reconciled  his  or  her  cash  book  to  the  bank 
statements  and  that  these  agree  with  the  accountant's 
records.  The  report  reflects  the  reconciliation  completed 
at  the  end  of  September,  December,  March  and  June 
and  is  due  45  days  after  each  reconciliation  date.  If 
a  report  is  not  filed  on  time,  the  selectmen  are  notified. 

The  Bureau  of  Accounts  encourages  local  officials  to 
seek  assistance  with  this  important  process.  If  you 
have  questions,  please  contact  your  BOA  field  adviser. 
In  addition,  the  Municipal  Data  Management/Techni- 
cal Assistance  Bureau  is  available  to  provide  financial 
management  reviews  which  examine  all  the  financial 
operations  of  a  city  or  town.  For  more  information,  con- 
tact Rob  Addelson  or  Rick  Kingsley  at  (617)  727-2300. 


Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Jr.,  Deputy  Commissioner 
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GOOD  REVALUATION  PRACTICES 
SAVE  MONEY  WHILE  IMPROVING  QUALITY 


In  a  difficult  financial  environment,  it  is  expected  that 
local  officials  look  at  every  expenditure  to  save  money. 
However,  it  is  important  to  bear  in  mind  that  some  cuts 
can  set  a  community  back  in  ways  that  are  not  im- 
mediately obvious  but  cause  significant  damage  in  the 
long  run.  Cutting  funding  for  revaluation  of  property 
is  a  case  in  point. 

The  Massachusetts  constitution  requires  that  property 
values  be  kept  up-to-date  and  reflect  full  and  fair  cash 
value.  In  Massachusetts,  a  three-year  recertification 
cycle  has  been  adopted  to  ensure  maintenance  of 
these  values.  A  community's  assessing  budget  typi- 
cally increases  significantly  in  reval  years.  In  some  ci- 
ties and  towns,  officials  seeking  ways  to  save  money 
will  focus  on  these  increased  assessing  costs  and  con- 
template underfunding  the  revaluation,  or  failing  to 
fund  it  altogether. 

Revaluation  need  not  be  a  budget  buster,  however. 
With  careful  planning  and  a  schedule  of  property  in- 
spections throughout  the  triennial  cycle,  a  community 
can  smooth  out  the  costs  related  to  maintaining  values 
at  a  much  more  stable  and  manageable  level  from 
year  to  year,  often  within  the  existing  budgetary  ap- 
propriation. Moreover,  such  good  practices  always 
save  money,  as  doing  the  work  methodically  over  a 
longer  period  of  time  avoids  the  extra  costs  and 
resources  needed  to  do  a  big  job  in  a  short  timeframe. 

Many  communities  have  already  taken  steps  to  get  this 
control  over  the  revaluation  process.  Generally  speak- 
ing, these  communities  perform  most  or  all  valuation 
functions  in-house,  many  with  the  help  of  CAMA  sys- 
tems (Computer-Assisted  Mass  Appraisal).  Statistics 


show  that  the  effort  pays  off.  In  revaluation  years,  the 
cost  savings  for  a  community  that  uses  in-house  staff 
and  computer-assisted  appraisal  methods  can  exceed 
$40  per  parcel.  For  a  conimunity  with  10,000  parcels, 
this  can  mean  $400,000  in  savings  —  a  significant 
amount  in  tight  financial  times.  Communities  that  use 
in-house  resources  typically  spend  less  in  non-reval 
years  as  well,  contrary  to  popular  belief. 

Along  with  lower  costs,  in-house  property  reinspections 
and  value  maintenance  also  can  result  in  other  bene- 
fits. These  include  predictable  assessment  budgets, 
increased  control  over  the  timing  and  type  of  tax  bill- 
ing, and  improved  quality  of  values  —  a  result  of  the 
assessors'  better  knowledge  of  their  own  communities. 

Community  size  is  irrelevant  in  considering  whether 
a  city  or  town  can  successfully  conduct  a  low-cost  in- 
house  assessment  program.  Communities  as  small  as 
400  parcels  have  used  CAMA  and  in-house  staff  to 
complete  fast,  low-cost  and  accurate  revaluations,  and 
communities  of  over  40,000  parcels  have  applied  the 
same  methods  with  equal  success. 

If  you  feel  your  community  is  spending  too  much  on 
revaluations  and  tax  administration,  the  Division  of  Lo- 
cal Services  can  help  develop  a  strategy  to  explore 
and  implement  more  cost-effective  practices.  For  more 
information,  contact  Ken  Stein,  Bureau  of  Local  As- 
sessment (617)727-2300. 


MUNICIPAL  FISCAL  CALENDAR 


AUGUST  15:  Treasurer  —  Fourth  quarter  reconcili- 
ation of  cash  for  the  previous  fiscal  year  (due  45  days 
after  end  of  quarter) 

The  last  reconciliation  of  cash  report  of  the  prior  fis- 
cal year  provides  a  general  summary  of  the  Treas- 
urer's investment  activities  for  the  year. 

AUGUST  31 :  Taxpayer  —  Last  filing  day  for  classi- 
fied forest  land 

SEPTEMBER  30:   Accountant  —  Submit  Debt  Report 

In  order  that  the  DOR  may  accurately  compute  a 
municipality's  borrowing  capacity  for  funded  debt  in 
any  given  fiscal  year,  the  municipality  must  submit  a 


record  of  outstanding  debt.  This  information  is  used 
by  DOR  to  monitor  each  municipality's  debt  capacity 
in  relation  to  statutory  limits. 


SEPTEMBER  1 5:  Accountant  —  Suggested  date  for 
completing  Balance  Sheet  for  prior  fiscal  year 

By  MGL  Chapter  44,  Section  43,  the  balance  sheet 
must  be  submitted  to  the  DOR  on  or  about  this  time. 
DOR  certifies  free  cash  based  on  its  review  of  the 
balance  sheet.  Submission  of  the  balance  sheet  is  crit- 
ical because  only  after  free  cash  is  certified  by  DOR 
may  it  be  appropriated  by  town  meeting. 


Continued  on  page  8 
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Trends  in  Property  Tax  Levy 
FY81-FY90 


This  Issue  of  CITY  &  Town  FOCUS  examines  pro- 
perty tax  trends  from  Fiscal  Year  1981  to  the  present. 
We  present  both  current  and  constant  (Inflation-ad- 
justed) dollars  to  offer  a  complete  picture  of  what  tax- 
payers have  paid  out  of  pocket,  on  one  hand,  and  the 
real  purchasing  power  of  property  taxes  adjusted  for 
Inflation,  on  the  other. 

Property  tax  Is  a  highly  charged  topic.  It  appears  In  the 
news  more  often  now,  perhaps,  than  at  any  time  since 
Proposition  2V2  first  made  headlines  In  1980.  Recently, 
more  attempts  to  Increase  the  limits  of  Proposition  2V2 
have  certainly  added  fuel  to  the  argument  that  property 
tax  Is  becoming  more  burdensome  for  taxpayers. 

This  FOCUS  shows  that  while  property  taxes  statewide 
have  risen  by  33%  between  FY81  and  FY90  In  current 
dollars,  when  inflation  Is  taken  into  account  the  pro- 
perty tax  has  actually  fallen  by  15%  over  this  peri- 
od. This  decrease  occurred  despite  the  significant  tax 
base  growth  In  Massachusetts  dunng  the  boom  peri- 
od of  the  1980s.  Not  only  are  property  taxes  lower  In 
FY90  than  In  FY81 ,  they  are  now  spread  over  a  much 
larger  tax  base  than  at  the  beginning  of  the  period. 

FINDINGS 

In  Current  Dollars. 

Between  FY81  and  FY90,  property  taxes  Increased  by 
33%,  or  $1 .1  billion,  from  $3.4  billion  to  $4.5  billion. 

Between  FY81  and  FY84,  property  taxes  fell  by 
10.5%,  or  $352  million.  The  FY86  levy  of  $3.3  bil- 
lion was  still  less  than  the  FY81  levy  of  $3.4  billion. 

It  was  not  until  FY 87  that  property  taxes  statewide  re- 
turned to  FY 81  levels. 

The  change  In  property  taxes  varied  widely  by  com- 
munity between  FY81  and  FY90,  ranging  from  a  de- 
crease of  16.2%  to  an  increase  of  422%.  Property 
taxes  decreased  In  12  communities  between  FY81 
and  FY90. 

In  Constant  Dollars. 

Constant  dollars  are  adjusted  to  account  for  Inflation. 
Here,  we  have  used  the  U.  S.  Department  of  Com- 
merce, Bureau  of  Economic  Analysis  price  Index  for 
state  and  local  government  purchases  of  goods  and 
services  to  adjust  for  Inflation. 

In  constant  dollars,  property  taxes  fell  by  15%,  or 
$501.4  million,  between  FY81  and  FY90.  The  state- 
wide levy  decreased  from  $3.35  billion  to  $2.85  bil- 


lion during  this  time.  In  constant  dollars,  property 
taxes  statewide  are  still  below  pre-Proposition  2V2  levels. 

Again,  the  change  In  property  tax  varied  widely  by 
community  during  this  period,  ranging  from  a  decrease 
of  46%  to  an  Increase  of  233%.  In  constant  dollars, 
property  taxes  decreased  in  190  communities  between 
FY81  and  FY90. 

What  caused  the  wide  variations  among  communities 
in  the  change  In  the  tax  levy  over  this  period?  Many 
factors  are  related  to  this  trend,  Including:  the  level  at 
which  the  community  was  taxing  at  the  outset  of 
Proposition  2V2,  changes  In  service  levels  and  spend- 
ing requirements,  the  availability  of  other  revenue 
sources,  the  amount  of  new  construction  In  the  com- 
munity and  the  use  of  overrides. 

As  a  Percent  of  Revenues. 

The  levy  has  declined  considerably  as  a  component 
of  local  budgets.  In  FY81  (the  year  before  Proposition 
2V2  became  effective),  property  taxes  accounted  for 
59%  of  local  budgets.  Property  taxes  accounted  for 
49.5%  of  budgets  In  FY90,  a  drop  of  16%  since  FY81 . 
Property  taxes  reached  their  lowest  level  In  FY88  when 
the  levy  represented  46%  of  local  budgets. 

By  Kind  of  Community. 

Proposition  2V2  has  had  a  diverse  impact  on  property 
taxes  In  different  Kinds  of  Communities  (using  the 
Department  of  Education  classification). 

Between  FY81  and  FY90,  property  taxes  on  average, 
in  constant  dollars,  decreased  In  Urbanized  Centers 
by  30%,  In  Rural  Economic  Centers  by  9.1%,  and  In 
Economically  Developed  Suburbs  by  8%.  Property 
taxes  Increased  by  3.8%  In  Residential  Suburbs,  by 
9.8%  In  Small  Rural  Communities,  and  by  12.2%  In 
Growth  Communities.  Property  taxes  Increased  the 
most  In  Resort,  Retirement,  and  Artistic  Communities, 
rising  by  30%  from  FY81  to  FY90. 

The  Residential  Levy. 

The  constant  dollar  decrease  In  total  property  taxes 
understates  the  change  In  the  residential  levy  over  this 
period.  The  use  of  multiple  tax  rates  to  minimize  the 
residential  tax  burden,  and  the  use  of  residential  ex- 
emptions to  shift  the  burden  within  the  residential  class 
have  considerably  reduced  homeowners'  taxes  in  many 
communities.  Since  these  factors  hold  true  In  most  ci- 
ties and  large  towns,  the  majority  of  Massachusetts 
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residential  taxpayers  have  seen  their  tax  bills  renriain 
steady  or  actually  decrease  in  inflation-adjusted  dol- 
lars, if  not  in  actual  dollars  out-of-pocket. 

NOTES 

The  following  chart  lists,  by  community:  FY81  levy, 
FY90  levy,  and  percent  change  from  FY81  to  FY90 
in  current  dollars;  FY90  levy  and  percent  change 


from  FY81  to  FY90  in  constant  (1981)  dollars.  (For 
the  17  communities  that  have  not  yet  set  FY90  tax 
rates,  FY89  levies  are  used  and  deflated  accordingly.) 

The  following  graph  illustrates  the  change  in  the  levy, 
FY81  to  FY90  in  both  current  and  constant  dollars. 

This  FOCUS  was  prepared  by  the  Analysis  Unit  and 
the  Municipal  Data  Bank. 
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Division  of  Local  Services 


SOME  NOT  SO  NEW  TALENT! 


We'd  like  to  take  this  opportunity  to  inform  our  read- 
ers of  three  managerial  changes  in  the  Division  of  Lo- 
cal Services.  First,  we  have  two  new  bureau  chiefs  to 
introduce:  Kenneth  Stein,  Chief  of  the  Bureau  of  Lo- 
cal Assessment  and  Robert  N.  Addelson,  Chief  of  the 
Municipal  Data  Management  and  Technical  Assistance 
Bureau. 

Mr.  Stein  served  BLA  as  assistant  chief  under  Jane 
H.  Malme.  He  played  an  instrumental  role  in  the  de- 
velopment of  the  Department  of  Revenue's  Computer 
Assisted  Mass  Appraisal  (CAMA)  system  and  the 
negotiation  of  CAMA  and  Pilot  Testing  contracts.  He 
has  written  several  technical  manuals  on  the  CAMA 
project  as  well.  Ken  Stein  brings  to  his  new  position 
as  Bureau  Chief  an  extensive  background  in  local 
finance,  including  experience  in  appraisal,  assessing 
and  revaluation  management. 

Prior  to  being  appointed  Bureau  Chief  of  MDM/TAB, 
Rob  Addelson  headed  that  bureau's  Technical  As- 
sistance Section  under  the  leadership  of  Lou  Hayward. 
Mr.  Addelson  managed  a  staff  that  provides  techni- 
cal assistance  and  training  to  cities  and  towns.  He  has 
expertise  in  revenue  and  expenditure  forecasting,  cost- 
ing municipal  services,  and  local  financial  manage- 


ment reorganization.  Mr.  Addelson  has  an  extensive 
background  in  state  and  local  government,  having 
worked  in  Wisconsin  and  North  Carolina  as  well  as 
Massachusetts. 

Upon  Rob  Addelson's  promotion  to  Bureau  Chief,  the 
duties  of  Technical  Assistance  Section  Chief  were 
passed  to  Mr.  Frederick  Kingsley.  Rick  Kingsley  has 
been  a  program  manager  in  TA  since  1986.  In  addi- 
tion to  possessing  a  broad  knowledge  of  municipal 
finance,  Mr.  Kingsley  has  developed  software  pro- 
grams and  methodology  for  financial  forecasting.  He 
also  assisted  in  the  conception,  design  and  format  of 
the  Division's  budget  workshops. 

Many  of  our  readers  have  no  doubt  had  the  pleasure 
of  working  with  Jane  Malme  and  Lou  Hayward  in  the 
past.  Their  leadership  as  bureau  chiefs  of  Local  As- 
sessment and  MDM/TAB  respectively  enhched  the  Di- 
vision of  Local  Services.  Mrs.  Malme  stepped  down 
to  embark  on  personal  endeavors  and  Lou  Hayward 
left  state  government  to  serve  the  community  of  En- 
field, Connecticut  as  Town  Manager.  We're  sure  we 
speak  for  many  of  you  in  wishing  them  the  best  of  luck 
in  their  pursuits! 


'1 
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IS  A  MUNICIPALITY  LIABLE  FOR  THE  NEGLIGENCE 
OF  AN  INDEPENDENT  CONTRACTOR? 


In  the  mid-l960's,  the  Town  of  Arlington  hired  an  in- 
dependent contractor  to  attach  a  vase  to  the  base  of 
a  fountain  located  on  town  property.  The  contractor 
did  so  using  epoxy.  Some  fifteen  years  later,  a  thir- 
teen year  old  boy  named  Albert  Rowe  attempted  to 
retrieve  coins  from  the  fountain.  When  he  grabbed  the 
vase  for  support,  it  came  loose  and  Albert  Rowe  fell, 
severely  crushing  his  left  index  finger.  Rowe's  family 
sued  the  town  for  negligence  in  superior  court. 

In  the  opinion  of  the  superior  court  judge,  the  contrac- 
tor should  have  used  pins  as  well  as  epoxy  to  secure 
the  vase.  However,  even  though  the  plaintiffs  failed 
to  convince  this  judge  that  the  town,  its  agents  or  em- 
ployees, knew  the  vase  was  not  secure  or  had  failed 
to  inquire  about  the  presence  of  pins  or  inspect  and 
maintain  the  fountain,  he  ruled  that  Arlington  was  lia- 
ble for  negligence.  This  decision  was  based  on  the 
tort  principle.  A  possessor  of  land  who  entrusts  work 
on  land  to  an  independent  contractor  is  subject  to  the 
same  liability  after  he  has  resumed  possession  of  the 
land  as  though  he  himself  had  done  the  work. 

The  town  appealed  this  decision  to  the  Appeals  Court 
in  Rowe  v.  Arlington,  28  Mass.  App.  Ct.  389  (1990).  The 
Appeals  Court  ruled  that  the  Massachusetts  Legisla- 
ture abolished  governmental  tort  immunity  and  by 
enacting  the  Tort  Claims  Act  (Ch.  258  of  the  General 


Laws),  made  public  employers  liable  in  the  same  man- 
ner and  to  the  same  extent  as  a  private  individual  un- 
der like  circumstances. 

The  Court  emphasized  that  a  municipality's  liability 
was  limited  to  the  negligence  of  a  public  employee 
while  acting  within  the  scope  of  his  employment.  When 
Chapter  258  was  drafted,  the  Legislature  excluded  pri- 
vate contractors  in  its  definition  of  public  employee. 

In  the  Court's  view,  whether  an  individual  is  a  public 
employee  or  an  independent  contractor  is  a  question 
of  fact.  In  this  case,  the  lower  court  found  the  work 
on  the  fountain  to  have  been  done  by  an  independent 
contractor.  This  determination  had  not  been  challenged 
by  the  Rowes.  Since  the  plaintiff's  injury  was  not  caused 
by  a  public  employee's  negligence,  damages  could 
not  be  recovered  from  the  Town  of  Arlington. 

The  superior  court  judgment  for  the  plaintiff  was  ac- 
cordingly reversed. 
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CALENDAR 


Continued  from  page  2 


SEPTEMBER  30:  Treasurer  —  Cash  Management 
Achievement  Reports 

These  reports  are  used  to  monitor  local  cash  and  in- 
vestment practices.  DOR  requests  information  regard- 
ing the  amount  of  money  invested  annually,  the  rate 
of  return  earned  by  the  town  and  any  compensating 
balances  the  town  may  maintain  in  banks. 

Although  this  is  not  an  absolute  measure  of  investment 
performance,  this  information  can  be  useful  not  only 
as  a  measure  of  the  rate  of  return  on  investments  by 
a  municipality,  but  it  also  allows  the  town  to  review 
its  cash  management  practices  and  investment  poli- 
cies and,  if  desired,  make  adjustments  to  bring  about 
increased  returns. 


THE  NEW  EDITORIAL  BOARD 

Perhaps  you  noticed,  upon  reading  the  July  1990  issue 
of  CITY  &  Town,  that  we've  established  an  editorial 
board  consisting  of  one  representative  from  each  sec- 
tion of  the  Division.  The  objective  of  this  editorial  organ- 
ization is  to  provide  our  readers  with  more  useful  in- 
formation that  is  enhanced  by  many  perspectives. 


IP 


DLS  TRAINING 


AUGUST  1 3-1 7:  Course  1 01 ,  Assessment  Adminis- 
tration: Law,  Procedures,  Valuation 

This  will  be  held  at  Campus  Center,  University  of 
Massachusetts  in  Amherst  from  8:30  am  to  4:30  p.m. 

AUGUST  14:  A  Classification  Training  Workshop  will 
also  take  place  at  the  Campus  Center,  UMass-Amherst 
on  Tuesday,  August  14,  from  6:45  to  8:45  p.m. 


—  Editorial  Board  — 

Managing  Editor  Elizabeth  Rose  Anderson 

Section  Editors 

Analysis  Unit  Julie  Slavet 

Bureau  of  Accounts  Joseph  Tassone 

Technical  Assistance  Frederick  Kingsley 

Property  Tax  Bureau  Harry  M.  Grossman 

Bureau  of  Local  Assessment... Regina  McArdle 
Western  Regional  Offices  Kirsten  Shirer 


The  Division  of  Local  Services  publishes  CITY  &  Town  twelve  times 
per  year.  The  Division  is  responsible  for  providing  assistance  to  ci- 
ties and  towns  in  achieving  equitable  property  taxation  and  efficient 
fiscal  management. 
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COMMUNITIES  REPORT  BIG  QUARTERLY 
TAX  BILL  SUCCESSES 


Thanks  to  the  efforts  of  their  assessors  and  collectors, 
37  communities  that  adopted  the  new  quarterly  tax  bill 
option  for  FY91  will  reap  significant  financial  benefits, 
averaging  nearly  $200,000  per  community.  In  this  time 
of  severe  fiscal  constraints,  management  opportuni- 
ties like  this  can  directly  save  jobs  and  public  services. 

Legislation  enacted  at  the  end  of  1989  gave  cities  and 
towns  the  option  to  use  quarterly  tax  bills  as  an  alterna- 
tive to  biannual  billing.  This  local  option,  effective  as 
of  July  1 , 1990,  provides  communities  with  the  means 
to  increase  savings  and  earnings  by  allowing  them  to 
collect  the  property  tax  four  times  a  year  instead  of 
twice. 

Communities  adopting  quarterly  tax  bills  for  FY91 
made  it  through  the  preliminary  commitment  and  first 
installment  payment.  All  but  one  of  37  were  able  to 
mail  bills  on  time.  Watertown  was  the  first  Massachu- 
setts municipality  to  issue  a  quarterly  property  tax  bill, 
with  North  Reading  and  Manchester  close  behind.  As 
reported  in  an  earlier  issue  of  CITY  &  Town,  South- 
borough  was  the  first  to  issue  quarterly  bills  using  the 
DOR  CAMA  System. 

The  financial  benefits  of  adopting  quarterly  bills  are 
generally  known.  An  estimated  $49  million  could  be 
realized  through  a  combination  of  increased  interest 
earnings  and  reduced  borrowing  costs  if  all  Massa- 
chusetts communities  adopted  quarterly  tax  bills.  Al- 
though it  is  too  early  to  compile  hard  numbers  for 
actual  savings  among  adopting  communities,  prelim- 
inary indications  show  that  quarterly  tax  bills  are  very 
effective  at  improving  cash  flow  and  reducing  short 
term  borrowing. 

While  the  financial  benefits  were  anticipated,  less  clear 
was  the  reception  the  new  system  would  get  from  lo- 
cal officials  and  taxpayers.  Some  officials  were  con- 
cerned that  the  change  would  mean  administrative 
complications  for  local  assessors  and  collectors,  and 
that  taxpayers  would  find  the  new  system  confusing 
or  object  for  other  reasons. 

Input  received  from  adopting  cities  and  towns  indicates 
that  they've  had  positive  experiences  with  the  quart- 
erly system.  On  the  whole,  administrative  problems 
seemed  minor  and  financial  benefits  made  the  change 


well  worthwhile.  To  get  feedback  on  specific  areas  of 
concern,  the  Bureau  of  Accounts  informally  inter- 
viewed officials  from  several  randomly  selected  com- 
munities. Their  comments  are  summarized  below. 

Collection  rates  in  all  but  one  town  were  well  over 
90%,  the  lowest  being  88%.  This  low  collection  rate 
was  attributed  to  a  slow  economy  and  transition  fac- 
tors and  collectors  expect  normal  collection  rates  once 
taxpayers  get  used  to  the  new  system. 

Most  towns  mailed  the  August  1  and  November  1  bills 
simultaneously.  The  Division  of  Local  Services  recom- 
mends this  for  two  reasons:  1)  to  save  money  and 
2)  to  alert  taxpayers  of  the  next  payment's  due  date. 
Many  collectors  reported  that  taxpayers  prefer- 
red double  payments  to  paying  again  in  November. 

The  lock  box  service,  where  payments  are  mailed  to 
a  post  office  box  for  direct  handling  by  the  bank,  was 
not  used  in  the  majority  of  collectors'  offices.  Those 
who  used  the  service  found  it  eased  their  workload 
because  it  eliminated  mail-opening  and  deposit  prep- 
aration tasks.  Some  collectors  indicated  that  they'll 
consider  usinq  such  a  service  next  time  around. 

All  of  the  collectors  questioned  were  able  to  issue  the 
bills  and  collect  the  payments  without  hiring  additional 
staff.  Furthermore,  senior  citizens,  who  were  expected 
to  disapprove  of  quarterlly  bills,  generally  preferred 
them.  Quarterly  bills  are  smaller  and  easier  to  budget. 
Michael  Driscoll,  Watertown  Treasurer/Collector,  re- 
ported that  seniors  don't  seem  to  mind  —  they  like 
smaller  payments. 

Improved  cash  flow  is  absolutely  the  most  attractive 
aspect  of  this  legislation.  The  quarterly  billing  system 
lets  communities  receive  more  funds  earlier  in  the  year 
in  a  more  uniform  fashion.  These  funds  go  to  work 
for  the  town  immediately.  Wellesley's  collector.  Marc 
Waldman,  said  the  new  system  gave  him  a  tremen- 
dous cash  position  with  a  trickle  down  effect;  he  met 
his  retirement  system  obligations  much  earlier  than 
usual.  According  to  Elizabeth  Klepeis  of  Reading,  her 
town's  improved  cash  flow  allowed  her  to  go  long  on 
C.D.s  and  get  better  rates.  The  quarterly  tax  bill  has 

(Continued  on  next  page) 
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Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Jr.,  Deputy  Commissioner 


(Continued  from  previous  page) 

virtually  eliminated  short  term  borrowing  in  Framin- 
gham,  reports  Assistant  Collector  Barbara  DiVitorio. 

An  unanticipated  benefit  of  quarterly  bills  is  that  they 
cushioned  most  participating  towns  from  costly  short 
term  borrowing  during  the  delay  of  final  FY90  local  aid 
payments.  Jennifer  Bishop,  Southborough  is  sure  her 
town  was  saved  from  the  local  aid  delay  in  July  by 
quarterly  bills. 

In  short,  the  general  consensus  of  this  sample  group 
of  collectors  is  that  quarterly  tax  bills  work!  The  public 
reacted  positively  on  the  whole.  The  officials  participat- 
ing in  our  informal  poll  report  good  cash  positions 


despite  local  aid  delays  and  better  interest  earned  on 
invested  cash.  Combine  these  with  real  savings  on 
borrowing  costs  and  the  quarterty  tax  billing  system 
has  lived  up  to  expectations  so  far.  Mayor  John  Bren- 
nan  of  Chelsea  summed  it  up  this  way,  "We  went  to 
quarterly  bills  primarily  to  get  more  money  in  our 
coffers.  But  taxpayers  have  responded  positively,  they 
find  it  easier  to  budget  smaller  payments." 

We  thank  the  participating  collectors  for  their  cooper- 
ation and  congratulate  them  on  making  quarterly  tax 
billing  a  success  for  their  communities.  For  more  in- 
formation, please  contact  Allan  Tosti  or  Christopher 
Harrington  at  the  Bureau  of  Accounts,  (617)727-2300. 


FLEXIBLE  BUDGET  PROCEDURES  EXTENDED 


With  the  issuance  of  the  FY91  Cherry  Sheets,  com- 
munities were  notified  of  the  exact  impact  of  local  aid 
reductions  for  this  year  and  must  adjust  their  budgets 
accordingly. 

In  our  continuing  effort  to  assist  communities  in  man- 
aging this  process,  the  Department  of  Revenue's  Di- 
vision of  Local  Services  has  extended  several  policies 
developed  last  year  under  similar  circumstances.  We 
provided  detailed  information  to  cities  and  towns  on 
these  procedures,  which  are  summarized  below. 

Preliminary  Tax  Bills.  If  a  community  needs  a  Spe- 
cial Town  Meeting  to  balance  its  budget,  it  is  likely  that 
the  issuance  of  tax  bills  will  be  delayed  beyond  Oc- 
tober 1,  1990  and  borrowing  costs  will  increase.  To 
allay  this  situation,  the  following  procedural  changes 
will  be  extended: 

•  Notification  of  the  intent  to  use  Preliminary  (Estimat- 
ed) Tax  Bills  is  extended  from  August  15  to  Sep- 
tember 17. 

I  *  Reasons  for  using  Preliminary  Tax  Bills  are  broa- 
dened to  include  additional  time  needed  to  make 
budget  changes.  Communities  may  need  additional 
time  to  present  budget  reduction  plans  to  a  Spe- 
I    cial  Town  Meeting  or  City  Council,  increase  exist- 
I    ing  non-tax  revenues  or  initiate  new  ones,  or  seek 
I    voter  approval  of  Proposition  2V2  override  or  exclu- 
I    sion  questions. 

I  •  While  it  is  preferable  for  budgets  to  be  balanced 
f  early,  Pro-Forma  Tax  Rate  Recapitulation  Sheets 
!  may  be  submitted  without  a  balanced  budget,  pro- 
I  vided  the  Bureau  of  Accounts  receives  a  balance 
1  Recap  Sheet  by  December  1 , 1 990  that  is  approved 
before  the  December  31  local  aid  distribution. 


Certification  of  Free  Cash.  Normally,  BOA  certifies 
free  cash  the  Autumn  after  cities  and  towns  submit 
balance  sheets  reflecting  6/30  closings.  In  many  com- 
munities, this  7/1  free  cash  amount  is  used  for  cur- 
rent year  appropriations  after  the  tax  rate  is  set  and 
as  a  revenue  source  to  use  at  the  following  Spring's 
budget  sessions  for  the  coming  fiscal  year.  For  FY91 , 
we  will  continue  the  following  practices: 

•  The  7/1/90  certification  process  will  be  accelerat- 
ed by  having  BOA  field  representatives  help  city  au- 
ditors and  town  accountants  prepare  FY90  year-end 
balance  sheets. 

•  Updating  free  cash  during  FY91  after  setting  the 
tax  rate  will  be  accelerated  from  March  31  to  any- 
time after  the  tax  bill  mailing. 


This  will  enable  communities  to  maximize  free  cash 
to  deal  with  budget  adjustments  at  special  town  meet- 
ings and  city  council  meetings  and  will  provide  con- 
tinuing flexibility  during  FY91. 

Local  Revenues.  While  many  communities  will  need 
special  town  meetings  to  cut  appropriations,  others 
may  be  able  to  avoid  this  by  initiating  new  revenue 
sources  to  balance  their  budgets. 

•  Advance  approval  of  these  new  or  increased 
revenue  sources  as  estimated  receipts  will  be  given 
by  the  Bureau  of  Accounts  upon  submission  of  ap- 
propriate documentation  and  revenue  projections. 
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Background 

This  FOCUS  examines  communities'  trash  disposal 
costs.  Waste  disposal  is  becoming  an  increasingly  im- 
portant issue  from  financial  and  environmental  stand- 
points. Recently,  the  Commonwealth  released  a  solid 
waste  master  plan  outlining  goals  for  state  and  munic- 
ipalities to  reach  in  reducing  and  disposing  of  solid 
waste. 

Solid  waste  is  a  financial,  environmental,  and  manage- 
ment problem  for  communities.  As  they  face  con- 
strained revenues,  increasing  disposal  costs  as  well 
as  environmental  and  public  health  concerns  make 
solid  waste  management  of  critical  importance.  The 
Department  of  Environmental  Protection  estimates  that 
as  local  and  regional  landfills  close  over  the  next  five 
years,  157  communities  will  be  left  without  long-term 
solid  waste  management  capacity. 

Massachusetts  residents,  businesses,  and  industries 
will  generate  almost  10  million  tons  of  solid  waste  this 
year.  Municipal  solid  waste  (MSW)  constitutes  6.65  mil- 
lion tons,  including  waste  from  homes,  institutions,  and 
businesses.  Residential  waste  accounts  for  48%  of  to- 
tal MSW  —  commercial  and  institutional  wastes  ac- 
count for  52%.  Currently,  10%  of  MSW  is  recycled, 
44%  is  combusted,  and  46%  is  landfilled. 


Findings 

Communities  collect  and  dispose  of  trash  in  several 
ways:  municipal  collection  or  municipal  collection  with 
a  commercial  hauler,  individual  residential  contracts 
with  commercial  haulers,  and  residential  drop-off  at  a 
transfer  station  or  landfill.  Municipal  solid  waste  is  recy- 
cled, burned,  and  landfilled.  Trash  costs  reflect  this 
diversity  of  trash  management  methods  used  by  com- 
munities. 

FY89  year  end  data  submitted  by  communities  on  the 
Schedule  A  show  that  communities  spent  $209  mil- 
lion on  solid  waste  collection  and  disposal.  Statewide, 
trash  costs  average  2.6%  of  local  budgets,  ranging 
up  to  a  high  of  13%.  Some  communities  don't  report 
trash  expenditures  at  all. 

Of  351,  111  communities  (32%)  reported  trash  col- 
lection charges  as  a  source  of  revenue. 


Constraints  on  other  local  revenues  are  forcing  more 
and  more  communities  to  establish  or  increase  exist- 
ing trash  fees.  A  community  considering  adoption  of 
a  trash  fee  should  first  calculate  the  direct  and  indirect 
costs  of  providing  trash  service  (direct  costs  are 
amounts  reflected  in  the  town  budget  as  support 
trash  disposal;  indirect  costs  are  expenditures  for  other 
departments  that  supporting  trash  operation).  Local 
officials  should  then  determine  the  type  of  fee  to  be 
charged  and  the  method  of  implementing  it.  They  may 
want  to  consider  a  pricing  mechanism  that  acts  as  an 
incentive  to  recycle,  limiting  the  overall  solid  waste  ton- 
nage and  costs  to  the  city  or  town.  As  a  final  step,  lo- 
cal officials  should  estimate  the  revenue  to  be  raised, 
for  use  in  budgetary  planning. 

For  help  in  calculating  the  costs  of  trash  service,  con- 
tact the  Division  of  Local  Services,  Technical  As- 
sistance Bureau.  The  Bureau  has  developed  a  Costing 
Municipal  Services  Workbook  and  Case  Study. 

Data  on  solid  waste  costs  and  fees  is  drawn  from  each 
community's  FY89  or  FY88  Schedule  A.  The  follow- 
ing communities  did  not  report  trash  costs  in  FY89  or 
FY88:  Carver,  Edgartown,  Georgetown,  Granby,  Hub- 
bardston,  Hudson,  Monson,  Pepperell,  Warwick,  West- 
minster. Data  on  trash  costs  were  not  available  for  the 
following  communities:  Brewster,  Great  Barrington,  Le- 
nox, Monroe,  Montgomery,  New  Braintree,  Princeton, 
Rehoboth. 

This  FOCUS  provides,  by  community,  trash  expendi- 
tures; total  expenditures;  and  trash  expenditures  as 
a  %  of  budget.  An  *  indicates  that  the  community 
reported  collection  of  trash  fees  in  FY89  or  FY88. 

As  noted  above,  the  state's  Executive  Office  of  En- 
vironmental Affairs  recently  issued  the  Solid  Waste 
Master  Plan,  committing  the  Commonwealth  to  signifi- 
cant reductions  in  solid  waste  and  changes  in  solid 
waste  disposal.  Copies  are  available  through  the  State 
House  Bookstore.  For  information  about  the  master 
plan,  contact  Willa  Kuh,  Director  of  the  Division  of  Solid 
Waste  Management,  292-5961 .  Also,  the  Department 
of  Environmental  Protection  has  developed  the  Solid 
Waste  Management  Resources  Guide,  a  curriculum, 
for  grades  K-12.  Copies  will  be  mailed  to  central  li- 
braries in  all  communities  by  the  beginning  of  the 
school  year. 
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A  Discussion  of  Exemptions  to  Persons 


The  Property  Tax  Bureau  receives  many  letters  from 
taxpayers  on  fixed  incomes  and  coping  with  rising 
household  costs  who  have  questions  regarding  prop- 
erty taxes.  We  advise  many  of  those  taxpayers  to  dis- 
cuss their  eligibility  for  a  property  tax  exemption  or 
deferral  of  taxes  with  their  local  assessors. 

By  definition,  an  exemption  is  a  privilege  granted  by 
the  Legislature.  Only  those  who  meet  statutory  re- 
quirements may  receive  exemptions.  People  some- 
times use  the  terms  "exemption"  and  "abatement" 
interchangeably.  There  is  a  difference  between  the 
two.  An  abatement  reduces  the  valuation  of  property 
if  it  has  been  over  assessed.  An  exemption,  on  the 
other  hand,  reduces  by  specific  amounts  the  tax 
owed.  There  are  exemptions  in  the  Commonwealth 
for  veterans,  the  blind,  surviving  spouses,  minor  chil- 
dren with  a  parent  deceased,  and  persons  over  70 
years  old. 

When  claiming  exemption,  one  must  file  an  applica- 
tion with  the  board  of  assessors  of  the  community 
where  the  claimant  is  domiciled  (has  a  legal  home). 
The  assessors  review  the  application  to  determine 
whether  the  applicant  qualifies  for  exemption.  July  1 
is  the  qualification  date  for  exemption.  Therefore,  in 
fiscal  year  1991 ,  the  qualification  date  is  July  1 ,  1990. 
The  granting  of  any  exemption  depends  upon 
whether  age,  ownership  or  other  qualifications  are 
present  on  that  particular  date.  Assessors  may  ask 
for  proof.  For  example,  if  the  applicant  claims  to  be 
70  years  old,  the  assessors  may  request  to  see  a  birth 
certificate  or  driver's  license.  If  the  applicant  claims 
to  have  low  or  moderate  income,  the  assessors  can 
ask  the  applicant  to  produce  a  copy  of  the  state  or 
federal  income  tax  return.  Calendar  year  1989  income 
data  is  needed  for  fiscal  year  1991.  The  applicant 
must  strictly  comply  with  the  statutory  requirements. 
If  the  applicant  who  otherwise  qualifies  turns  70  as 
of  July  2nd,  no  elderly  exemption  can  be  granted.  At 
the  same  time,  if  the  applicant  satisfies  the  statutory 
requirements  for  exemption,  the  assessors  must 
grant  the  exemption.  Apart  from  the  Clause  18  hard- 
ship exemption,  the  granting  of  an  exemption  is  not 
discretionary  with  the  assessors. 

We  received  an  interesting  letter  from  a  board  of  as- 
sessors in  the  western  part  of  the  state.  A  certain  ap- 
plicant sought  a  surviving  spouse  exemption.  After 
her  first  husband  died,  she  remarried.  The  second 
marriage  ended  in  divorce.  The  applicant  by  virtue 
of  the  divorce  claimed  to  be  a  surviving  spouse  un- 
der the  first  marriage.  We  dismissed  this  claim  since 
a  surviving  spouse  is  by  definition  a  person  who  has 
not  remarried. 


Under  the  provisions  of  Chapter  59  Section  5  of  the 
General  Laws,  the  assessors  may  grant  only  one  ex- 
emption per  person.  A  veteran  who  is  also  over  70 
years  of  age  cannot  receive  both  a  veterans  exemp- 
tion and  an  elderly  exemption.  The  applicant  natur- 
ally would  opt  to  receive  the  exemption  which  pro- 
duces the  greater  tax  dollar  benefit.  The  taxpayer 
then  cannot  pyramid  exemptions.  However,  two  or 
more  persons  whether  or  not  married,  who  own  real 
estate  and  who  qualify,  could  each  be  entitled  to  dif- 
ferent exemptions.  DeCenzo  v.  Board  of  Assessors 
of  Framingfiam,  372  Mass.  523  (1977). 

We  were  also  asked  whether  a  life  tenant,  who  met 
all  the  statutory  requirements,  was  eligible  for  an 
elderly  exemption.  In  this  instance,  a  mother  con- 
veyed her  property  to  her  son  for  nominal  considera- 
tion but  reserved  to  herself  as  grantor  "the  right  to 
remain  on  the  premises  herein  for  the  remainder  of 
her  life."  The  applicant  undoubtedly  retained  a  life 
estate  in  the  subject  property  and  it  is  a  well  estab- 
lished principle  of  law  that  property  taxes  are  to  be 
assessed  to  the  owner  of  the  life  estate  under  Chap- 
ter 59  Section  1 1  of  the  General  Laws.  Spring  v.  Hol- 
lander, 261  Mass.  373  (1927).  The  Supreme  Judicial 
Court  also  has  ruled  that  a  life  tenant  has  sufficient 
interest  in  property  to  qualify  for  an  exemption.  Breare 
V.  Board  of  Assessors  of  Peabody,  350  Mass.  391 
(1966).  We  therefore  concluded  that  the  assessors 
must  grant  the  exemption  to  this  life  tenant. 

Tax  deferral  is  another  option  for  some  taxpayers. 
Clause  41 A  of  Section  5  of  Chapter  59  grants  a  defer- 
ral of  taxes  to  a  person  65  years  of  age  or  over  who 
has  been  domiciled  in  the  Commonwealth  for  the  ten 
preceding  years,  and  who  has  owned  property  in 
Massachusetts  for  5  years,  and  whether  single  or 
married  had  gross  receipts  from  all  sources  for  the 
1989  calendar  year  for  fiscal  year  1991  not  in  excess 
of  $20,000.  If  the  applicant  meets  all  those  require- 
ments, the  applicant  can  defer  all  or  a  portion  of  the 
taxes  for  that  year.  The  interest  rate  on  the  amount 
deferred  is  8o/osimple  interest.  Taxpayers  appear 
reluctant  to  defer  taxes,  however,  perhaps  because 
the  community  imposes  a  lien  on  the  property.  Less 
than  800  taxpayers  throughout  the  Commonwealth 
deferred  their  fiscal  year  1990  taxes. 

Accordingly,  certain  eligible  taxpayers  can  use  ex- 
emption and  deferral  provisions  to  meet  all  or  a  por- 
tion of  their  real  estate  obligations. 
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ASSESSMENT  OF  PROPERTY  AFTER 
A  NAME  CHANGE 


The  Property  Tax  Bureau  receives  many  inquiries  from 
assessors  concerning  the  proper  assessment  of  a  par- 
cel when  there  has  been  a  death,  marriage  or  other 
legal  situation  occasioning  a  name  change. 

Chapter  59  Section  1 1  of  the  General  Laws  provides 
that  taxes  on  real  estate  must  be  assessed  to  the  per- 
son who  is  the  owner  of  record  on  January  1 .  These 
records  are  located  in  the  Registry  of  Deeds  and 
Registry  of  Probate.  Furthermore,  assessors  are  not 
required  to  look  beyond  the  records  of  the  county  or 
of  the  district  in  which  the  community  lies  if  the  county 
is  divided  into  districts. 

In  one  situation,  the  taxpayer  owned  real  property  in 
a  Plymouth  County  community.  In  a  decree  issued  by 
Norfolk  County  Probate  Court  the  taxpayer's  name  was 
legally  changed.  We  advised  the  assessors  that  it 
would  be  desirable  for  the  taxpayer  to  record  the  Nor- 
folk County  Probate  decree  at  the  Plymouth  County 
Registry  of  Deeds  and  provide  the  assessors  with  a 
Book  and  Page  reference.  Then  it  wouldn't  be  neces- 


sary for  the  taxpayer  to  record  a  new  deed  to  reflect 
the  name  change. 

Whenever  there  is  a  divorce,  marriage  or  other  situa- 
tion involving  a  name  change  and  the  taxpayer  wants 
a  tax  bill  to  be  issued  in  the  new  name,  local  officials 
should  inform  the  taxpayer  that  the  name  change  must 
be  recorded  in  that  county  for  the  assessors  to  change 
the  assessment  records. 

In  addition,  by  virtue  of  new  legislation  (Chapter  400 
of  the  Acts  of  1989),  whenever  assessors  and  collec- 
tors identify  a  husband  and  wife  in  any  tax  bill  or  other 
document  intended  for  use  outside  their  office,  they 
should  use  the  full  names  of  both  husband  and  wife. 
Assessors  and  collectors  may  no  longer  use  a  legal 
phrase,  such  as  et  ux.  as  a  substitute  for  the  wife's 
name.  As  a  practical  matter,  all  assessment  and  col- 
lection records  should  include  both  names. 


MUNICIPAL  FISCAL  CALENDAR 


September  30:   Accountant  —  Submit  Debt  Report 

For  DOR  to  accurately  compute  a  municipality's  bor- 
rowing capacity  for  funded  debt  in  any  given  fiscal 
year,  the  municipality  must  submit  a  record  of  out- 
standing debt.  DOR  uses  this  information  to  monitor 
each  municipality's  debt  capacity  in  relation  to  statu- 
tory limits. 


Treasurer  —  Cash  Management 


September  30: 

Achievement 

Reports  These  reports  monitor  local  cash  and  invest- 
ment practices.  DOR  requests  information  regarding 
the  amount  of  money  invested  annually,  the  rate  of 
return  earned  by  the  town  and  any  compensating 
balances  maintained  in  banks. 

Though  not  an  absolute  measure  of  investment  per- 
formance, this  information  is  useful  as  a  measure  of 
the  rate  of  return  on  investments  by  a  municipality  and 
allows  the  town  to  review  cash  management  practices 
and  investment  policies. 

October  1 :  Accountant  —  Prior  to  the  budget  pro- 
cess, begin  estimating  municipal  revenues  for  next  fis- 
cal year  (based  on  the  prior  calendar  year) 

October  1 :  Taxpayer  —  Last  date  to  file  applications 
to  have  land  valued  and  taxed  as  agricultural/horticul- 
tural or  recreational 


October  1 :  Taxpayer  —  Last  date  to  file  abatement 
applications 

By  MGL  Chapter  59,  section  59,  applications  for  abate- 
ments are  due  for  tax  bills  mailed  by  September  1 , 
or  thirty  days  after  mailing. 

October  31 :  Accountant  —  Schedule  A  for  prior  fis- 
cal year 

The  Schedule  A  lists  revenues  received,  expenditures 
made  and  all  other  transactions  related  to  the  town's 
finances  during  the  previous  fiscal  year. 

The  Schedule  A  classifies  revenues  and  expenditures 
into  municipal  departments.  These  data,  like  other 
financial  information  reported  to  DOR,  is  entered  into 
DOR'S  Municipal  Data  Bank.  We  can  then  provide 
time  series,  comparative  and  other  types  of  analysis 
at  the  request  of  the  town.  This  information  is  sent  to 
the  U.S.  Census  Bureau,  eliminating  a  federal  report- 
ing requirement. 

Until  the  Schedule  A  is  accepted  by  BOA,  major  state 
aid  distributions  are  withheld. 
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LUCILLE  BAYES  TO  RETIRE 


It  is  with  a  mixture  of  pride  and  regret  tliat  we  report 
Lucille  Bayes's  announcement  that  she  will  retire  from 
the  Division  this  fall  after  55  years  of  service  to  the 
Department.  Our  pride  is  in  the  fact  that  Lucille  has 
so  ably  represented  the  Division  for  more  than  a  half- 
century;  our  regret  is  that  we  are  losing  her  excep- 
tional talents,  knowledge  and  willingness  to  help 
others.  Mrs.  Bayes,  who  practically  wrote  the  book 
on  property  tax  exemptions  and  abatements,  has 
been  an  immeasurable  source  of  information  for  lo- 
cal officials  and  her  co-workers  alike. 


Many  of  you  have  been  in  contact  with  Lucille  over 
the  years.  Perhaps  you  had  occasion  to  phone  her 
with  a  question,  or  maybe  you  are  one  of  the 
hundreds  of  local  officials  she's  instructed  through 
DLS  training  programs.  Whatever  the  case,  please 
join  us  in  bidding  this  special  lady  farewell  and  wish- 
ing her  a  very  happy  retirement! 


Lucille's  career  with  the  DOR  commenced  immedi- 
ately after  she  graduated  from  Simmons  College.  She 
began  making  her  mark  here  at  a  time  when  few 
women  held  professional  positions  in  government, 
and  was  among  the  first  women  appointed  to  assis- 
tant bureau  chief  positions  in  the  DOR.  In  1985,  the 
Department  celebrated  the  "golden  anniversary"  of 
Lucille's  employment  with  a  State  House  reception 
attended  by  over  200  friends  and  admirers,  at  which 
the  Governor  publicly  cited  her  outstanding  efforts. 
She  has  also  been  recognized  by  many  local  officials' 
professional  associations. 


—  Editorial  Board  — 

Managing  Editor  Elizabeth  Rose  Anderson 

Section  Editors 

Analysis  Unit  Julie  Slavet 

Bureau  of  Accounts  Joseph  Tassone 

Technical  Assistance  Frederick  Kingsley 

Property  Tax  Bureau  Harry  M.  Grossman 

Bureau  of  Local  Assessment... Regina  McArdle 
Western  Regional  Offices  Kirsten  Shirer 
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SAFETY  IS  KEY  IN  MAKING  INVESTMENTS 


Challenges  facing  local  treasurers  are  greater  now 
than  at  any  other  time  in  recent  years.  A  softening 
economy  and  its  effect  on  financial  institutions,  in- 
cluding major  banks,  forced  bank  safety  to  the  fore- 
front of  money  management  priorities.  The 
well-publicized  causes  of  our  region's  recession  and 
uncertain  banking  conditions  have  substantially 
changed  the  investment  climate  for  treasurers.  Other 
local  officials  also  need  to  be  aware  of  all  factors  af- 
fecting treasurers'  investment  decisions  and  be  con- 
cerned about  securing  municipal  funds. 

Not  long  ago,  the  first  commandment  of  investing  - 
Safety,  Liquidity,  then  Yield  changed  to  Yield,  Liquidi- 
ty, then  Safety.  Booming  economies  made  conditions 
for  high  returns  favorable  and,  for  the  most  part,  safe. 
Budgetary  pressure  for  high  returns  added  to  the 
enormous  pressure  on  treasurers  to  get  the  highest 
possible  yield.  Unfortunately,  safety  and  yield  are  in- 
versely related.  Higher  yield  usually  means  reduced 
safety  and  conversely,  a  safe  investment  generally 
carries  a  low  yield.  This  is  true  because  it's  more  ex- 
pensive to  buy  and  sell  secure  investments. 

When  pressures  for  increased  income  and  lower 
costs  are  combined  with  an  abundant  supply  of  high 
yield  investments,  the  loss  potential  is  great.  This 
dilemma  sprang  to  national  attention  after  several  lo- 
cal governments,  outside  New  England,  lost  a  lot  of 
money  through  inadequately  secured  investments. 
In  response,  the  Government  Finance  Officers  As- 
sociation issued  the  following  statement: 

"Safety  of  public  funds  should  be  the  foremost  ob- 
jective in  managing  public  funds.  Collateralization 
of  public  deposits  through  pledging  of  appropri- 
ate securities  is  the  only  way  to  fully  guarantee 
the  safety  of  such  deposits. 

Additionally,  public  entities  should  implement  pro- 
grams of  prudent  risk  control.  Such  programs 
could  include  a  formal  depository  risk  policy,  credit 
analysis  and  use  of  fully  secured  investments. 

Statewide  collateralization  programs  have  gener- 
ally proved  to  be  cost  effective  and  beneficial  for 
both  the  public  sector  and  depositories.  In  the  ab- 
sence of  an  effective  statewide  collateral  program, 
local  officials  should  establish  and  implement  col- 
lateralization procedures." 


In  practical  application,  the  statement  means  a  se- 
cure investment  is  backed  by  collateral.  Collateraliz- 
ing investments  is  securing  control  of  assets,  usually 
^eC...  al  treasury  bills  or  notes,  which  have  an  equal 
or  greater  value  than  the  investment.  Should  the 
depository  fail  or  be  unable  to  return  the  principal 
invested,  the  depositor  can  sell  the  collateral  to 
recoup  its  funds.  For  maximum  safety,  the  investor 
should  take  possession  of  the  collateral  or  have  a 
third  party  hold  it  in  the  investor's  name. 

The  Government  Accounting  Standards  Board  also 
issued  a  statement,  GASB  3,  which  provided 
guidance  for  disclosing  information  on  deposits,  in- 
vestments, and  repurchase  agreements  in  the  notes 
to  the  financial  statements.  GASB  3  requires  govern- 
ment entities  to  disclose  the  total  amounts  of  bank 
balances  that  are: 

1.  insured  or  collateralized  with  securities  held  by  the 
city  or  town  or  by  an  agent  in  the  community's 
name; 

2.  collateralized  with  securities  held  by  the  financial 
institution  or  by  an  agent  in  the  community's 
name; 

3.  uncollateralized. 

Beginning  last  year,  these  disclosures  appeared  in 
municipal  audit  reports  and  drew  attention  to  a  large 
percentage  of  unprotected  funds.  The  Division  of  Lo- 
cal Services,  the  Massachusetts  Government 
Finance  Officers  Association,  and  the  Massachusetts 
Collectors  and  Treasurers  Association  sponsored 
seminars  to  educate  officials  on  bank  safety  and 
deposit  safety. 

The  MCTA  devoted  a  meeting  to  bank  safety  and 
analyzing  a  bank's  financial  statements.  The  Division 
of  Local  Services,  in  cooperation  with  MCTA  and 
MGFOA,  sponsored  Prudent  Investment  Practices  in 
a  Changing  Financial  Market.  Experts  from  KPMG 
Peat  Marwick  and  Co.  presented  this  day  long  semi- 
nar in  Danvers,  Northampton,  Sturbridge,  and 
Plymouth  focusing  on  methods  of  assessing  bank 
safety,  prudent  investment  practices,  and  methods 
of  collateralizing  deposits.  For  more  information, 
please  contact  Allan  Tosti  at  the  Bureau  of  Accounts, 
(617)727-2300. 


Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Jr.,  Deputy  Commissioner 
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Municipal  Spending  Trends  of  FY89 


This  FOCUS  provides  information  on  Municipal 
Spending  in  FY89.  We  have  provided  this  type  of 
analysis  in  FOCUS  for  each  of  the  past  two  fiscal 
years  using  infornnation  collected  from  the  Schedule 
A's  submitted  by  all  communities.  (See  CITY  &  Town 
FOCUS,  November  1988  for  FY87  Spending  and 
CITY  &  Town  FOCUS,  November  1989  for  FY88 
Spending.)  FY89  is  the  most  recent  year  for  which 
spending  data  is  available;  communities  are  current- 
ly submitting  Schedule  A's  for  FY90. 


There  is  a  great  deal  of  variation  among  communi- 
ties in  spending  by  function.  Generally,  smaller  com- 
munities spend  larger  portions  of  budgets  on  General 
Government,  Education,  and  Public  Works-Highways 
than  do  larger  communities.  These  are  services  that 
local  governments  provide  regardless  of  the  commu- 
nity's size.  Smaller  communities  provide  fewer  serv- 
ices and  spend  smaller  portions  of  budgets  in  such 
areas  as  Public  Safety,  Health  and  Welfare,  and 
Fixed  Costs. 


;  The  Schedule  A  records  expenditures  in  more  than 

one  hundred  departmental  categories.  These 
;  categories  have  been  grouped  into  the  following 

J  major  functions:  general  government,  education, 

police,  fire,  other  public  safety,  education,  highways, 
't  other  public  works,  health  and  welfare,  culture  and 

;  recreation,  debt  service,  fixed  costs  (e.g.  employee 

]  benefits  and  insurance),  and  "other."  "Other"  in- 

;  eludes  miscellaneous,  as  well  as  non-school  inter- 

j  governmental  expenditures. 

"  Our  analysis  focuses  on  the  general  fund,  which 

i  represents  the  largest  share  of  municipal  expendi- 
tures. Excluded  from  this  analysis  are:  enterprise 

j  funds,  special  revenue  funds,  capital  projects,  and 

^  trust  funds.  Capital  outlays  and  construction  have 

;  been  excluded  from  this  analysis  because  these  tend 

j  to  be  one-time  expenditures  that  skew  comparisons 

1  among  communities. 

:  Spending  By  Object  and  Function 

I  In  FY89,  the  statewide  total  of  municipal  general  fund 

:  expenditures  was  $7.86  billion.  Of  total  expenditures, 

65.2%  was  spent  on  Personal  Services,  11%  was 
:  spent  on  Purchase  of  Services,  7.5%  was  spent  on 

:  Other  Charges  and  Expenditures, 6. 5%was  spent  on 

Intergovernmental  Expenditures,  5.9%  was  spent  on 

Debt  Service,  3.8%  was  spent  on  Supplies,  and  .2% 

was  spent  on  Other. 


Object 

Spending 

%  of  Total 

Spending 

Personal  Services  $ 

5,122,753,073 

65.2% 

Purchase  of  Services 

861,132,422 

1 1 .0% 

Other  Chges.  & 

Exps. 

589,124,458 

7.5% 

Intergovernmental 

510,330,103 

6.5% 

Debt  Service 

462,496,851 

5.9% 

Supplies 

296,339,587 

3.8% 

Other 

19,015,957 

.2% 

Total  $ 

7,861,192,451 

100.0% 

For  example,  communities  with  more  than  50,000 
people  spent  34.2%  of  total  budgets  on  Education, 
while  communities  with  fewer  than  2,000  people 
spent  50.4%  of  total  budgets  on  this  function.  Com- 
munities with  populations  of  fewer  than  2,000  peo- 
ple spent  6.2%  of  total  budgets  on  Fixed  Costs,  while 
communities  with  more  than  50,000  people  spent 
13.9%  of  total  budgets  on  this  function. 

Spending  Trends:  FY87-FY89 

Between  FY87  and  FY88,  total  spending  increased 
by  9.1%;  between  FY88  and  FY89,  spending  in- 
creased by  6.7%. 

Between  FY87  and  FY88,  spending  decreased  in  only 
one  category:  Public  Works-Highways  by  11.5%. 
Spending  increased  the  most  in  the  following  five 
categories:  Other  Public  Works  ~  32.4%,  Culture  and 
Recreation  -  14.1%,  General  Government  ~  13.1%, 
Other  Public  Safety  ~  12.6%,  and  Police  ~  12%. 

Between  FY88  and  FY89,  three  categories  of  spend- 
ing decreased:  Other  -  (10%),  Other  Public  Works 
~  (1 .4%)  and  Public  Works  Highways  -  (1 .2%).  Dur- 
ing this  period  spending  increased  the  most  in  Health 
and  Welfare  -  17%,  Police  ~  10.2%,  Fire  ~  8.4%, 
Education  ~  8.1%,  and  General  Government  ~  8%. 

Per  Capita  Spending 
By  Population  and  Kind  of  Community 

For  FY89,  average  spending  per  capita  was  $1335, 
a  $72  or  5.7%  increase  over  the  FY88  average 
spending  per  capita  of  $1263. 

According  to  Schedule  A  data,  the  larger  the  com- 
munity, the  greater  the  per  capita  costs.  In  FY89, 
communities  with  populations  of  50,000  and  over 
spent  $1558  per  capita  as  opposed  to  $1 004  spent 
by  those  communities  with  populations  of  less  than 
2,000. 
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The  town  of  Gosnold  had  the  highest  per  capita 
spending,  at  $7727  --  the  town  of  Millville  had  the 
lowest  per  capita  spending,  at  $504. 

The  highest  per  capita  expenditures  were  made  by 
Urbanized  Centers,  at  $1 472  per  capita,  while  Small 
Rural  Communities  make  the  lowest  expenditures  per 
capita,  at  $829.  Only  two  kinds  of  communities  - 
Small  Rural  Communities  and  Rural  Economic 
Centers  --  spent  less  than  $1 ,000  per  capita, 
(see  chart  below) 


Education  is  the  largest  single  service  provided  by 
local  government,  representing  41 .7%  of  total  spend- 
ing. Public  Safety,  which  includes  Police,  Fire,  and 
Other  Public  Safety  is  the  second  largest  service 
provided  by  local  government  at  15.5%.  The  third  lar- 
gest category  of  municipal  spending  is  represented 
by  Fixed  Costs  at  11.4%.  This  category  includes 
Retirement  Benefits;  Workmen's  Compensation;  Un- 
employment; Health,  Life,  and  Liability  Insurance; 
Medicare;  and  other  Employee  Benefits. 

FY89  spending  breaks  down  into  the  following  func- 
tional categories: 


Function 


Education 
Public  Safety* 
Fixed  Costs 
Public  Works** 
Debt  Service 
General  Government 
Health  &  Welfare 
Other  Expenditures 
Culture  &  Recreation 

Total 


Spending 


$3,274,588,685 
1,215,108,485 
894,364,590 
736,744,064 
462,496,851 
444,866,419 
359,125,503 
273,932,501 
199,912,848 

$7,681,192,451 


%  of  Total 
Spending 

41 .7% 
15.5% 
1 1 .4% 
9.4% 
5.9% 
5.7% 
4.6% 
3.5% 
2.5% 

100.0% 


*  Public  Safety  includes  Police,  Fire,  and  Other  Pub- 
lic Safety. 

*  *Public  Works  includes  Public  Works  Highway  and 

Other  Public  Works. 


TABLES 

Table  1  provides  General  Fund  Expenditures  by 
Function  for  FY89,  organized  by  population  group 
and  showing  total  spending,  spending  per  capita,  and 
spending  by  service  group  as  a  percent  of  total 
spending. 


Table  2  lists,  by  community:  population  (1988),  total 
general  fund  expenditures,  expenditures  per  capita, 
and  rank  (from  high  to  low)  in  expenditures  per  capita. 

NOTES 

This  FOCUS  uses  data  from  348  FY89  Schedule  A's 
and  3  FY88  Schedule  A's  (for  those  three  communi- 
ties that  have  not  submitted  FY89  Schedule  A's). 


Per  capita  costs  may  seem  unusually  high  in  some 
communities;  these  communities  may  provide  expen- 
sive services,  such  as  health  and  hospitals.  In  addi- 
tion, communities  with  large  seasonal  populations 
may  show  unusually  high  spending  per  capita,  be- 
cause spending  reflects  the  cost  of  providing  serv- 
ices when  the  population  is  at  its  peak.  Population 
figures  are  based  on  full-time  residents. 

The  "Other-Public  Works"  category  may  show  great 
variation  among  communities  because  spending  in 
many  of  these  categories,  such  as  sewer,  water,  and 
utilities  may  be  reported  in  other  funds. 

The  Municipal  Data  Bank  can  provide  a  number  of 
different  reports  that  either  compare  communities  or 
show  trends  within  a  specific  community.  Total  spend- 
ing for  each  community  can  be  broken  down  into  any 
of  the  levels  of  detail  reported  on  the  Schedule  A. 
Contact  the  Municipal  Data  Bank  at  (617)727-2300 
x476. 


Kind  of  Community 

Population 

Total  Spending 

Spending 

Urbanized  Centers 

per  Capita 

2,661,920 

$  3,917,904,807 

$  1 ,472 

Econ.  Dev.  Suburbs 

1 ,466,880 

1,999,291,922 

1,363 

Growth  Communities 

609,550 

649,726,973 

1,066 

Residentl.  Suburbs 

450,070 

581 ,563,369 

1,292 

Rural  Econ.  Ctrs. 

445,680 

429,758,722 

964 

Small  Rural  Cmtes. 

130,980 

108,550,186 

829 

Resort  Cmtes. 

124,650 

174,396,472 

1,399 

Total 

5,889,730 

$  7,861,192,451 

$  1,335 
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Spending 


POPULA-        GENERAL  POLICE  FIRE       OTHER  PUBLIC  EDUCATION        PUBLIC  WORKS 

TION  1988  GOVERNMENT  SAFETY  HIGHWAY 

50,000  +  2.163,210  182,401,012  284,290,045  251,002,791  79,988.587  1,152,757,075  95,047,902 

20,000-49,000  1,820,780  123,664,858  159,927,608  152,066,988  23,568,330  1,015,643,199  94,973,387 

10,000-19,999  1,120,240  75,854,236    85,579,908    64,023,397  14,838,151  686,284,627  62,209,434 

5,000-9,999  522,680  40,338,569    42,509,335    18,627,683  9,878,999  277,887,516  33,641,032 

2,000-4,999  193,060  16,281,684    14,760,312     4,648,239  5,076,954  106,688,475  15,443,171 

50-1,999  69,760  6,326,060     2,171,708     1,058,504  1,090,946  35,327,793  9,602,709 

Totals  5,889,730  444,866,419  589,238,916  491.427,602  134.441,967  3,274,588,685  310,917,635 


Spending 


POPULA-        GENERAL  POLICE  FIRE        OTHER  PUBLIC  EDUCATION      PUBLIC  WORKS  OTHER 

TION  1988      GOVERNMENT  SAFETY  HIGHWAY    PUBLIC  WORKS 


50,000  PLUS 

2,163,210 

84 

32 

131.42 

116.03 

36 

98 

532.89 

2.8% 

4.4% 

20,000-49,000  1,820,780 

67 

92 

87.83 

83.52 

12 

94 

557.81 

4.1% 

7.5% 

10,000-19,999 

1,120.240 

67 

71 

76.39 

57.15 

13 

25 

612.62 

4.7% 

4.4% 

5,000-9,999 

522.680 

77 

18 

81.33 

35.64 

18 

90 

531.66 

6.0% 

5.4% 

2,000-4,999 

193,060 

84 

33 

76.45 

24.08 

26 

30 

552.62 

7.0% 

5.6% 

50-1,999 

69.760 

90 

68 

31.13 

15.17 

15 

64 

506.42 

13.7% 

5.2% 

Totals 

5,889,730 

75 

53 

100.05 

83.44 

22 

83 

555.98 

4.0% 

5.4% 

I 

Spending  By  Service  Group 


POPULA- 
TION 1988 

GENERAL 
GOVERNMENT 

POLICE 

FIRE 

OTHER  PUBLIC 
SAFETY 

EDUCATION 

PUBLIC  WORKS 
HIGHWAY 

OTHER 
PUBLIC  WORK' 

50,000  PLUS 

2,163,210 

5.4% 

8.4% 

7 

4% 

2.4% 

34 

2i 

43.94 

67.99 

20.000-49.000  1,820.780 

5.3% 

6.9% 

6 

6% 

1.0% 

43 

9% 

52.16 

95.61 

10.000-19.999  1,120.240 

s.n 

6.5% 

4 

9% 

1.1% 

52 

0% 

55.53 

52.01 

5.000-9,999 

522.680 

7.1% 

7.5% 

3 

3% 

1.7% 

49 

2% 

64.36 

57.97 

2,000-4,999 

193.060 

7.4% 

6.7% 

2 

1% 

2.3% 

48 

3% 

79.99 

64.41 

50-1,999 

69,760 

9.0% 

3.1% 

1 

5% 

1.6% 

50 

4% 

137.65 

52.56 

Totals 

5.889,730 

5.7% 

7.5% 

6 

3% 

1.7% 

41 

7% 

52.79 

72.30 

4 


CITY  &  Town,  October/November  1990 


Division  of  Local  Services 


By  Function 


OTHER  HEALTH         CULTURE  DEBT  FIXED         OTHER  TOTAL 

PUBLIC  WORKS  &  WELFARE    &  RECREAT.  SERVICE         COSTS        EXPEND.  EXPENDITURES 


147,068,092  272,315,893  95,180,552  188,770,315  467,703,846  153,824,915  3,370,351,025 

174,091,534    54,360,238  57,932,527  134,175,538  245,800,631    79,577,075  2,315,781,913 

58,267,585    18,005,599  29,971,981  81,815,276  117,293,289    25,146,723  1,319,290,206 

30,297,729     8,958,830  11,452,256  38,056,325    43,995,174     9,420,173  565,063,621 

12,435,175     4,828,775  4,345,640  16,835,753    15,205,560     4,122,809  220,672,547 

3,666,314         656,168  1,029,892  2,843,644     4,366,090      1,840,806  70,033,139 

425,826,429  359,125,503  199,912,848  462,496,851  894,364,590  273,932,501  7,861,192,451 


Per  Capita 


HEALTH         CULTURE  DEBT 
&  WELFARE    &  RECREAT.  SERVICE 


FIXED 
COSTS 


OTHER 
EXPEND. 


125.89 

44.00 

87 

26 

216.21 

71.11 

29.86 

31.82 

73 

69 

135.00 

43.70 

16.07 

26.75 

73 

03 

104.70 

22.45 

17.14 

21.91 

72 

81 

84.17 

18.02 

25.01 

22.51 

87. 

20 

78.76 

21.36 

9.41 

14.76 

40. 

76 

62.59 

26.39 

60.97 

33.94 

78. 

53 

151.85 

46.51 

TOTAL 
EXPENDITURES 


1558.03 
1271.86 
1177.69 
1081.09 
1143.03 
1003.92 
1334.73 


As  a  Percentage  of  Total 


HEALTH 
%  WELFARE  & 

CULTURE 
RECREAT. 

DEBT 
SERVICE 

FIXED  OTHER 
COSTS  EXPEND. 

TOTAL 
EXPENDITURES 

8.1% 

2.8% 

5.6% 

13.9% 

4.6% 

100.0% 

2.3% 

2.5% 

5.8% 

10.6% 

3.4% 

100.0% 

1.4% 

2.3% 

6.2% 

8.9% 

1.9% 

100.0% 

1.6% 

2.0% 

6.7% 

7.8% 

1.7% 

100.0% 

2.2% 

2.0% 

7.6% 

6.9% 

1.9% 

100.0% 

0.9% 

1.5% 

4.1% 

6.2% 

2.6% 

100.0% 

4.6% 

2.5% 

5.9% 

11.4% 

3.5% 

100.0% 
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Division  of  Local  Services 


DLS  BIDS  FAREWELL  TO 
TRAINING  COORDINATOR 


The  Division  of  Local  Services  lost  a  valuable 
staff  member  when  Jean  McCarthy,  Training  Coor- 
dinator for  the  past  several  years,  left  DLS  to  join  the 
Massachusetts  Housing  Finance  Authority. 

When  Jean  took  charge  of  the  Division's  training  pro- 
gram in  1982,  we  only  offered  one  course.  Through 
Jean's  oversight,  the  DLS  curriculum  has  expanded 
to  include  training  for  accountants,  auditors,  treas- 
urers, collectors,  assessing  clerks  and  a  more 
detailed  and  standardized  version  of  the  original  as- 
sessors course.  Each  course  is  offered  twice  a  year 
now  in  various  regional  locations  to  provide  local  offi- 
cials with  convenience. 

In  addition,  Mrs.  McCarthy  played  a  key  role  in  de- 
veloping many  workshops  to  educate  local  officials 
on  legislative  and  procedural  changes  as  they  be- 
came of  concern  and  importance  to  local  govern- 
ment. In  all  DLS  training  events,  Jean  McCarthy 
organized  the  instructors  and  teaching  materials. 
When  she  wasn't  teaching  the  course  herself,  Jean 
was  present  to  ensure  that  our  programs  ran  smooth- 
ly and  that  our  students  had  everything  they  needed. 


Thanks  to  Jean's  dedication  to  training  and  educa- 
tion, DLS  can  boast  that  thousands  of  local  officials 
have  participated  in  our  courses  and  were  able  to 
serve  their  communities  better  as  a  result.  The  Divi- 
sion has  published  procedural  manuals  for  just  about 
every  job  in  local  government  with  the  guidance  of 
Jean  McCarthy. 

The  Division  of  Local  Services  wishes  Jean  happi- 
ness and  satisfaction  in  her  new  career.  We'd  like  to 
thank  her  for  enriching  our  ability  to  assist  cities  and 
towns  by  enhancing  the  training  opportunities  we  can 
offer  local  officials.  We  congratulate  the  MHFA  for  ac- 
quiring this  talent...  their  gain  is  our  loss! 


—  Editorial  Board  — 

Managing  Editor  Elizabeth  A.  Cannon 

Section  Editors 

Analysis  Unit  Julie  Slavet 

Bureau  of  Accounts  Joseph  Tassone 

Technical  Assistance  Fredrick  Kingsley 

Property  Tax  Bureau  Harry  M.  Grossman 

Bureau  of  Local  Assesment.  .  .  Regina  McArdle 
Western  Regional  Offices  Kirsten  Shirer 


The  Division  of  Local  Services  publishes  CITY  &  Town  twelve  times 
per  year.  The  Division  is  responsible  for  providing  assistance  to 
cities  and  towns  in  achieving  equitable  property  taxation  and  effi- 
cient fiscal  management. 


CITY  &  Town 
Division  of  Local  Services 
200  Portland  Street 
Boston,  MA  02114-1715 
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USE  OF  THE  RESERVE  FUND 


■6fts 


The  subject  of  the  Reserve  Fund  is  raised  frequently  in 
letters  received  by  the  Division  of  Local  Services'  Prop- 
erty Tax  Bureau.  Chapter  40,  section  6  of  the  General 
Laws  allows  towns  to  appropriate  at  annual  or  special 
town  meeting  into  a  Reserve  Fund  "to  provide  for 
extraordinary  or  unforeseen  expenditures..."  The  town's 
finance  or  appropriation  committee  makes  transfers 
from  this  fund.*  Due  to  the  restrictive  language  of  the 
statute,  the  Division's  opinion  is  that  Reserve  Fund 
transfers  are  appropriate  in  the  following  drcumstances: 

1 )  to  provide  for  urgent  or  unforeseen  expenditures 
that  couldn't  have  been  anticipated  before  town 
meeting 

2 )  to  allow  immediate  expenditures  of  funds  in  the 
event  of  an  emergency  (threat  to  public  safety 
or  health)  when  the  delay  of  having  to  call  a  spe- 
cial town  meeting  could  be  potentially  harmful. 

We  use  these  principles  as  a  guideline  to  address 
questions  on  the  validity  of  certain  Reserve  Fund 
transfers.  The  following  examples  are  actual  ques- 
tions submitted  to  the  Division. 

-  An  article  for  an  annual  town  meeting  sought  a 
$10,000  appropriation  for  a  specific  capital  project. 
Town  meeting  appropriated  only  $7,700  for  the  arti- 
cle. The  selectman  found  that  an  additional  $8,000 
would  be  needed  to  complete  the  work  so  they  re- 
quested a  Reserve  Fund  transfer.  It  was  our  opinion 
that  a  Reserve  Fund  transfer  was  not  proper  in  this 
case.  The  precedent  we  referred  to  was  Twombly  v. 
Selectmen  of  Billerica,  262  Mass.  214  (1928)  in  which 
the  Supreme  Judicial  Court  held  that  a  Reserve  Fund 
transfer  cannot  be  made  to  "circumvent  the  intention 
of  the  voters  in  making  the  appropriation  or  passing 
the  votes."  Here,  using  the  Reserve  Fund  would 
reverse  or  veto  a  spending  cut  made  by  town  meet- 
ing. No  emergency  situation  existed  in  this  instance, 
so  the  matter  should  have  been  reconsidered  at  town 
meeting. 


-  In  another  example,  a  town  accountant  inquired  if 
a  Reserve  Fund  transfer  could  be  made  to  an  account 
not  established  by  town  meeting.  The  Division 
responded  that  the  Finance  Committee  could  make 
the  transfers  under  certain  circumstances  because, 
obviously,  an  unforeseen  expense  would  not  have  a 
line  item  account  in  the  budget.  In  addition,  we  ad- 
vised that  the  Reserve  Fund  should  not  be  used  to 
fund  items  that  are  either  intentionally  omitted  from 
the  town  meeting  warrant  or  rejected  by  town 
meeting. 

-  When  the  Board  of  Assessors  in  another  case  real- 
ized at  the  last  minute  that  an  expert  witness  for  an 
Appellate  Tax  Board  (ATB)  case  had  to  be  hired,  the 
Board  inquired  about  possible  funding  sources  for  this 
expense.  A  Reserve  Fund  transfer  was  proper  here 
because  witness  fees  constituted  an  extraordinary 
and  unforeseen  expense  under  Chapter  40,  section  6. 

-  Another  town  accountant  asked  if  the  Finance  Com- 
mittee could  transfer  funds  to  the  town  clerk's  salary 
account  as  compensation  for  additional  work  to  be 
performed  during  the  remaining  weeks  of  the  fiscal 
year.  We  found  that  the  Finance  Committee  had  no 
authority  to  make  the  transfer  because  the  town  clerk, 
as  an  elected  official,  could  only  have  his  compen- 
sation revised  by  town  meeting  action  (Chapter  41, 
section  108). 

In  conclusion,  the  Finance  Committee  can  assist  a 
town  department  by  a  Reserve  Fund  transfer  to  meet 
extraordinary  or  unforeseen  expenses  where  the  nor- 
mal appropriating  process  would  not  be  possible.  By 
no  means,  however,  should  the  Reserve  Fund  be 
used  to  reverse  an  explicit  spending  decision  of  town 
meeting. 

*  Reserve  Funds  are  also  authorized  for  cities  under 
Chapter  40,  section  5A  of  the  General  Laws). 


Stephen  W.  Kidder,  Commissioner 


Edward  J.  Collins,  Jr.,  Deputy  Commissioner 
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Shifting  tlie  Property  Tax  Burden 


This  FOCUS  examines  the  way  communities  shifted 
the  property  tax  among  the  major  property  classes  by 
adopting  multiple  tax  rates  in  FY90. 

Background 

Communities  are  required  to  classify  real  and  personal 
property  into  different  categories,  to  record  the  value 
in  each  category,  and  to  vote  on  whether  to  tax  these 
categories  at  the  same  or  different  rates  according  to 
the  Classification  Law.  The  classes  of  property  are: 
residential,  open  space,  commercial  and  industrial, 
and  personal. 

Adopting  different  tax  rates  shifts  the  property  tax 
among  the  different  classes.  It  does  not  increase  the 
size  of  a  community's  levy.  This  local  option's  purpose 
is  to  enable  communities  to  retain,  within  certain  limits, 
the  relative  shares  of  the  property  tax  paid  by  residen- 
tial and  commercial  property  that  existed  prior  to  the 
implementation  of  full  and  fair  cash  valuation. 

The  Classification  Act  requires  the  Department  of  Rev- 
enue to  calculate  a  minimum  residential  factor,  or  MRP 
for  each  community.  This  factor  defines  the  allowable 
percentage  shift  that  can  be  implemented  through  the 
establishment  of  multiple  tax  rates.  A  community  must 
establish  a  residential  factor  equal  to  or  greater  than 
the  factor  established  for  it  by  the  Department.  This 
ensures  that  any  shift  off  the  residential  class  is  not 
so  great  as  to  create  a  disproportionate  burden  for 
commercial,  industrial,  and  personal  property  tax- 
payers. 

Let  us  say  that  the  MRP  established  for  a  particular 
community  is  92%.  This  means  that  the  residential 
class  cannot  pay  less  than  92%  of  the  share  of  the 
levy,  based  on  the  assessed  value  of  the  residential 
class  as  a  percent  of  the  total  value.  The  actual  resi- 
dential class  share  is  86.3%  —  so  the  residential  class 
share  selected  cannot  be  less  than  86.3%  x  92%  — 
or  79.4%.  Communities  can  select  any  residential  fac- 
tor greater  than  their  MRP. 

Because  of  the  rapid  appreciation  in  real  estate  values 
in  past  years,  the  Classification  Law  was  amended  in 
1988  to  ensure  that  the  residential  class  would  not  pay 
an  increasingly  higher  percentage  of  the  levy  under 
the  law's  original  limits.  Current  law  enables  communi- 
ties to  maintain  the  relative  shares  of  the  levy  paid  by 
residential  and  business  taxpayers  since  they  first 
adopted  a  classified  tax  system. 


Existing  classification  limits  are  used  to  calculate  the 
MRP,  except  in  cases  where  using  these  limits  would 
result  in  the  residential  class  bearing  a  higher  percen- 
tage share  of  the  levy  than  it  paid  in  the  previous  year. 

In  this  case,  the  Department  determines  the  MRP  by 
decreasing  the  percentage  share  of  the  levy  that  can 
be  paid  by  the  residential  class  from  65%  to  50%  and 
increasing  the  maximum  share  that  can  be  paid  by  the 
business  classes  from  150%  to  175%. 

Using  expanded  limits  cannot  result  in  an  MRP  that 
allows  the  residential  class  to  pay  a  lower  share  of  the 
levy  than  it  paid  in  any  year  since  the  community  was 
first  certified  as  assessing  at  100%  full  and  fair  cash 
value.  In  this  case,  the  Department  determines  the  MRP 
by  adjusting  the  share  of  the  levy  paid  by  the  residential 
class  to  the  lowest  percentage  imposed  on  this  class 
in  any  year  since  the  community  was  first  certified. 

Findings 

The  FY90  statewide  levy  is  $4.5  billion.  If  all  property 
were  taxed  at  the  same  rate,  the  residential  class 
would  have  paid  $3.4  billion  in  property  taxes;  with 
shifting,  the  residential  class  paid  $3.0  billion,  or  12% 
less.  If  all  property  were  taxed  at  the  same  rate,  the 
commercial,  industrial,  and  personal  property  classes 
would  have  paid  $1.1  billion  in  property  taxes;  with 
the  multiple  tax  rates  adopted,  the  commercial,  indus- 
trial, and  personal  property  classes  paid  $1.5  billion 
in  property  taxes,  or  37%  more. 

Statewide  in  PY90,  the  109  communities  that  adopt- 
ed multiple  tax  rates  shifted  a  total  of  $402.8  million 
from  residential  to  business  taxpayers.  This  represents 
83.2%  of  the  total  shift  that  could  have  been  imple- 
mented in  these  communities.  Under  the  law,  these 
communities  could  have  shifted  another  $81 .6  million. 
Those  communities  that  chose  not  to  shift  at  all  could 
have  shifted  a  total  of  $109.8  million.  The  total  state- 
wide shift  could  have  been  $594.2  million  —  67.8% 
of  this  potential  shift  was  accomplished. 

The  statewide  minimum  residential  levy  (the  levy  if  all 
communities  adopt  multiple  rates  and  select  the  mini- 
mum residential  factor  as  their  residential  factor)  is 
$2.8  billion,  or  93.6%  of  the  actual  residential  levy 
of  $3  billion.  Communities  could  have  shifted  an  ad- 
ditional $191.4  million  to  business  taxpayers. 
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CITY  &  TOWN  FOCUS: 

The  dollar  shift  per  community  from  residential  to  bus- 
iness taxpayers  ranges  from  less  than  $1 ,000  to  $129 
million. 

The  following  table  provides,  by  community: 

•  the  residential/open  space  share  of  assessed  value 

•  the  residential/open  space  share  of  the  tax  levy 

•  the  MRF  (degree  of  shift  allowed  by  law) 

•  the  residential  factor  chosen  (degree  of  shift  selected) 

•  the  actual  dollars  shifted  from  the  residential/open 
space  classes  to  the  commercial,  industrial,  and 
personal  property  classes 

•  the  actual  residential  tax  rate  for  those  communities 
that  adopted  multiple  tax  rates;  the  actual  tax  rate 
for  those  communities  that  did  not  adopt  multiple 
tax  rates 

•  "tax  rate  if  no  shift"  shows  what  the  tax  rate  would 
have  been  if  the  community  had  not  adopted  mul- 
tiple tax  rates 

Those  communities  for  which  there  are  no  figures  in 
the  "Residential  Factor  Chosen"  column  selected  a 
factor  of  "1"  —  they  have  chosen  not  to  shift  any  of 
the  levy  from  the  residential/open  space  classes  to  the 
commercial,  industrial,  and  personal  property  class- 
es. Each  category  is  paying  100%  of  its  full  assessed 


value  share  of  the  levy  and  there  is  a  single  tax  rate. 
Those  communities  with  a  residential  factor  chosen 
of  greater  than  100  reflect  the  impact  of  adoption  of 
an  open  space  discount.  A  zero  in  the  "Dollar  Shift 
to  CIP"  column  reflects  a  shift  of  less  than  $1,000. 

For  the  purposes  of  this  report,  the  categories  of  pro- 
perty are  combined  into  two  classes:  Residential/Open 
Space  (R)  and  Commercial/lndustrial/Personal  (CIP). 
These  are  the  groupings  for  which  different  tax  rates 
can  be  set,  if  a  community  so  chooses. 

Data  reflects  349  communities'  FY90  values. 

For  assistance  in  understanding  classification  and 
adoption  of  multiple  tax  rates,  contact  the  Property  Tax 
Bureau,  (617)727-2300. 


ON-LINE  DATA  UPDATE 


The  Municipal  Data  Bank's  Online  Access  System, 
first  implemented  last  January,  has  proven  to  be  a 
successful  way  for  officials  to  obtain  data  files. 
PC  users  can  now  sit  in  their  offices  or  homes 
and  obtain  these  LOTUS  files  directly  through  the 
use  of  computer  modems,  24  hours  a  day,  at  no 
charge. 

The  files  compare  cities  and  towns  on  a  broad  range 
of  financial  and  demographic  areas,  including: 

•  municipal  spending 

•  municipal  revenues 

•  levy  limits  and  overrides 

•  assessed  values  and  tax  rates 

•  average  tax  bills 

•  population,  income,  and  enrollment 

•  state  aid 


The  system  currently  contains  thirty  files  on  these 
and  other  frequently-requested  topics.  So  far  this 
year,  more  than  sixty  users  have  made  use  of  the 
system,  combining  for  a  total  of  354  separate 
downloads. 

Getting  access  to  the  system  is  simple.  Public  offi- 
cials should  contact  Burt  Lewis,  System  Operator,  at 
617-727-2300  x  480  (phone)  or  617-227-6533  (mod- 
em) in  order  to  obtain  a  password.  They  can  then 
dial  directly  via  modem  into  the  system  whenever 
they  wish. 

PC  users  can  obtain  these  and  other  files  on  diskette 
by  making  a  Data  Bank  request  (617-727-2300  x  476). 
And  those  who  don't  have  modems  may  want  to  con- 
sider that  they  can  be  relatively  inexpensive  (in  the 
one  to  two  hundred  dollar  range). 
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Division  of  Local  Services 


CITY  &  Town.  December  1990 


SPENDING  REPORTS  AVAILABLE 
TO  CITIES  AND  TOWNS 


As  a  follow  up  to  last  month's  CITY&  Town  which  fea- 
tured "Spending"  as  our  FOCUS,  we're  letting  local 
officials  know  about  new  information  that  is  available 
to  them. 

The  Municipal  Data  Bank  contains  Schedule  A  data 
in  its  current  format  going  back  as  far  as  FY85.  The 
"General  Fund  Expenditures  by  Function"  report  was 
developed  in  the  fall  of  1989  in  order  to  show  a  com- 
munity's trends  in  fourteen  functional  categories. 


These  reports  can  reflect  FY90  data  as  soon  as  a  com- 
munity's FY90  Schedule  A  is  submitted  and  fully  edit- 
ed. The  most  current  version  of  this  report  can  be 
obtained  for  individual  communities  by  calling  (617) 
727-2300,  extension  476.  Below  is  an  example  of  the 
report  we  can  generate  for  your  town. 


GENERAL  FUND  EXPENDITURES  BY  FUNCTION 
FY85  THRU  FY89 

ANYTOWN 


P('85 


FY86 


PCI  CHG 
85-86  Fy87 


PCI  CHG 
86-87  Fy88 


PCT  CHG 
87-88 


PCT CHG 
FY89  88-89 


GENERAL  GOVERNMENT 

681,834 

1 ,233,287 

80.9 

1 ,083,31 1 

-12.2 

1 ,255,775 

15.9 

1,250,077 

-0.5 

POLICE 

1 ,975,396 

1,941,506 

-1.7 

2,336,458 

20.3 

2,605,999 

11.5 

2,557,235 

-1.9 

FIRE 

1 ,499,783 

1 ,657,089 

10.5 

1 ,775,992 

7.2 

1,793,136 

1.0 

2,131,385 

18.9 

OTHER  PUBLIC  SAFETY 

227,695 

219,793 

-3.5 

350,852 

59.6 

249,122 

-29.0 

286,091 

14.8 

EDUCATION 

13,349,883 

15,186,986 

13.8 

15,918,212 

4.8 

17,946,714 

12.7 

19,278,903 

7.4 

HIGHWAYS 

1,253,112 

1,213,066 

-3.2 

1,584,304 

30.6 

1 ,832,403 

15.7 

1,097,298 

-40.1 

OTHER  PUBLIC  WORKS 

1,107,952 

1,649,310 

48.9 

1 ,272,427 

-22.9 

1 ,546,866 

21.6 

2,524,913 

63.2 

HEALTH  AND  WELFARE 

1,132,618 

397,680 

-64.9 

627,687 

57.8 

392,153 

-37.5 

361,645 

-7.8 

CULTURE  AND  RECREATION 

465,883 

509,048 

9.3 

528,596 

3.8 

630,523 

19.3 

655,615 

4.0 

DEBT  SERVICE 

1,881,715 

1,608,715 

-14.5 

1,407,841 

-12.5 

1,592,412 

13.1 

1 ,596,057 

0.2 

FIXED  COSTS 

1 ,505,099 

1,001,103 

-33.5 

1,692,125 

69.0 

2,153,857 

27.3 

2,834,423 

31.6 

INTERGOVERNMENTAL 

1 ,305,472 

1 ,329,204 

1.8 

1 ,682,988 

26.6 

1 ,909,283 

13.4 

2,141,462 

12.2 

OTHER  EXPENDrrURES 

262,326 

171,231 

-34.7 

55,684 

-67.5 

199,648 

258.5 

79,406 

-60.2 

TOTAL  EXPENDITURES 

26,648,768 

28,118,018 

5.5 

30,316,477 

7.8 

34,107,891 

12.5 

36,794,510 

7.9 

FUNCTIONAL  PERCENTAGES  OF  THE  TOTAL 


FY85  FY85  FY85  FY85  FY85 


GENERAL  GOVERNMENT 

2.6 

4.4 

3.6 

3.7 

3.4 

POLICE 

7.4 

6.9 

7.7 

7.6 

7.0 

FIRE 

5.6 

5.9 

5.9 

5.3 

5.8 

OTHER  PUBLIC  SAFETY 

0.9 

0.8 

1.2 

0.7 

0.8 

EDUCATION 

50.1 

54.0 

52.5 

52.6 

52.4 

HIGHWAY 

4.7 

4.3 

5.2 

5.4 

3.0 

OTHER  PUBLIC  WORKS 

4.2 

5.9 

4.2 

4.5 

6.9 

HEALTH  AND  WELFARE 

4.3 

1.4 

2.1 

1.1 

1.0 

CULTURE  AND  RECREATION 

1.7 

1.8 

1.7 

1.8 

1.8 

DEBT  SERVICE 

7.1 

5.7 

4.6 

4.7 

4.3 

FIXED  COSTS 

5.6 

3.6 

5.6 

6.3 

7.7 

INTTERGOVERNMENTAL 

4.9 

4.7 

5.6 

5.6 

5.8 

OTHER  EXPENDITURES 

1.0 

0.6 

0.2 

0.6 

0.2 
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CITY  &  Town,  December  1990 


Division  of  Local  Services 


GUIDELINES  FOR  ESTABLISHING  AN 
ENTERPRISE  FUND 


A  new  booklet  providing  general  and  practical  infor- 
mation on  enterprise  funds  is  now  available  to  local 
officials  upon  request.  A  Handbook  on  Implementing 
an  Enterprise  Fund  Established  Under  Ch.  40,  Sec 
39K  vjas  developed  by  the  Division's  Bureau  of  Ac- 
counts to  assist  communities  that  already  have  en- 
terprise funds  as  well  as  those  considering  adopting 
them  in  the  future.  The  booklet  covers  accepting  and 
implementing  enterprise  fund  legislation,  with  exam- 
ples on  how  to  vote  an  enterprise  fund  budget,  record 
it,  and  complete  the  necessary  forms. 

Enterprise  funds  established  under  Ch.  40,  Sec  39K 
can  be  used  to  fund  utilities,  health  care,  recreation 
and  transportation  services.  A  community  uses  an  en- 


terprise fund  to  separately  account  for  the  revenues 
and  expenses  associated  with  providing  a  particular 
service.  Two  advantages  of  using  enterprise  funds 
are  1)  they  demonstrate  to  the  public  the  amount  of 
total  costs  recovered  through  user  charges  versus 
those  subsidized  with  taxes  and  2)  any  surplus  re- 
mains in  the  enterprise  fund  rather  than  being  closed 
out  to  the  general  fund. 

To  request  this  handbook,  please  contact  the  Divi- 
sion of  Local  Services,  Bureau  of  Accounts  at  (617) 
727-2300  Boston,  (508)  792-3571  Worcester,  or  (413) 
784-1  040Springfield 


MUNICIPAL  FISCAL 
DECEMBER  & 


DECEMBER  30:  State  Treasurer  -  Notification  of  semi- 
annual local  aid  payments  before  DecemberSO .  This 
lists  each  local  aid  program  amount  included  in  the 
total  payment. 

DECEMBER  31 :  Taxpayer  -  Deadline  for  filing  appli- 
cation for  abatement  of  motor  vehicle  excise  for  prior 
calendar  year. 

DECEMBER  31:  Water/Sewer  Commissioners  and 
Selectmen  -  Deadline  for  betterments  to  be  included 
on  next  year's  tax  bill  (MGL  Chapter  80,  section  13 
and  Chapter  83,  section  27) 

DECEMBER  31 :  Selectmen  -  Begin  to  budget  recom- 
mendations for  review  by  Finance  Committee 

DECEMBER  31:  Assessors  -  Send  copies  of  blank 
3-ABC  form  to  all  eligible  non-profit  organizations,  for 
filing  on  or  before  March  1  or  later  if  extended  by  the 
assessors.  In  no  event  should  they  be  filed  later  than 
30  days  after  the  tax  bill  is  first  mailed. 


CALENDAR  FOR 
JANUARY 


JANUARY  1 :  Assessors  -  Property  Tax  Assessment 
Date  All  property  is  assessed  statewide  for  the  follow- 
ing fiscal  year  and  the  owner  of  record  is  determined. 

JANUARY  1 :  Department  of  Revenue  -  Calculation  of 
preliminary  levy  limits  The  first  step  in  calculating  the 
levy  limit  for  the  next  fiscal  year  is  to  use  the  previous 
fiscal  year's  levy  limit  as  the  base  amount.  To  this,  add 
the  2.5  percent  statutory  increase,  plus  new  growth 
calculated  by  the  Assessors  (and  certified  by  the 
DOR),  plus  any  override  voted  to  arrive  at  the  new  levy 
limit.  Any  debt  exclusions  voted  are  added  to  the  levy 
limit  to  determine  the  maximum  amount  to  be  levied. 

JANUARY  1 :  Finance  Committee  -  Begin  review  of 
Selectmen's  budget  recommendations 
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Division  of  Local  Services 


CITY  &  Town,  December  1990 


RESCINDING  AND  CLOSING  OUT 
TOWN  MEETING  ARTICLES 


Attorneys  and  field  representatives  at  tlie  Division  of 
Local  Services  have  recently  received  questions  from 
local  officials  on  rescinding  town  meeting  votes.  We 
generally  hold  that  a  town  meeting  vote  may  be  res- 
cinded through  a  simple  majority  vote,  unless  the 
town  has  a  by-law  to  the  contrary.  Another  exception 
would  be  in  the  event  that  someone  had  acquired 
rights  because  of  the  town  meeting's  vote  and  a  res- 
cission would  waive  such  rights. 

In  /Adams  v.  Cook,  245  Mass.  543  (1923),  the  Supreme 
Judicial  Court  held  that  a  debt  authorization  passed 
by  a  legally-required  two-thirds  vote  could  be  reconsi- 
dered by  a  majority  vote  at  a  special  town  meeting. 
The  strict  rules  of  parliamentary  procedure  that  apply 
in  "deliberative  assemblies"  (i.e.  Parliament  or  Con- 
gress) do  not  apply  to  town  meetings. 

Another  inquiry  we  received  involved  the  closing  out 
of  a  special  article  appropriation  balance  once 


the  appropriation's  purpose  has  been  accomplished. 
If  the  funding  source  for  the  special  article  is  tax 
revenue,  the  department  head  notifies  the  town  ac- 
countant that  the  project  has  been  completed.  The 
town  accountant  makes  the  closing  entries,  regard- 
less of  the  amount  involved. 

However,  if  the  funding  source  of  the  special  article 
appropriation  is  borrowing,  town  meeting  action  is  re- 
quired. M.G.L.  Chapter  44,  section  20  states  that  if 
a  balance  remains  after  the  completion  of  the  project 
funded  by  the  authorized  loan,  that  balance  can  be 
used  for  any  purpose  that  a  loan  is  incurred  for.  If  the 
balance  is  not  in  excess  of  $1,000,  it  may  be  used  as 
a  payment  for  the  principal  of  the  loan. 

In  summary,  town  meeting  action  is  necessary  to 
rescind  an  appropriation  and  to  close  out  special 
article  balances  when  borrowing  is  the  funding 
source. 
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MEASURING  TRENDS  fN  THE  MASSACHUSETTS 
RESIDENTIAL  REAL  ESTATE  MARKET 


While  it  is  widely  perceived  that  the  Massachusetts 
real  estate  market  is  declining,  measuring  the  down- 
ward trend  is  difficult.  First  of  all,  adequate  data  are 
not  always  available  since  time  is  needed  for  trends 
to  emerge.  Deciding  upon  appropriate  measures  for 
analyzing  market  changes  can  also  be  a  problem. 

Studies  done  by  newspapers  and  real  estate  trade 
journals  focus  on  percentage  change  in  the  median 
sales  price  of  property  as  an  indicator  of  change  in 
market  value.  Though  a  useful  statistic,  its  major  tech- 
nical shortcoming  is  that  it  only  measures  the  aver- 
age selling  price  of  property.  It  can  therefore  be  in- 
fluenced by  the  distribution  of  sold  properties. 

For  instance,  if  a  subdivision  of  moderately-priced 
homes  is  built  in  a  community  of  otherwise  very  ex- 
pensive homes,  the  median  sales  price  of  property 
in  that  community  will  drop  when  the  subdivision 
homes  are  sold  —  even  when  the  market  is  not  de- 
clining. The  effects  of  changes  in  the  types  of  property 
on  the  market  can  be  hard  to  separate  from  other 
market  factors. 

The  Bureau  of  Local  Assessment  uses  the  assess- 
ment sales  ratio  as  a  more  accurate  indicator  of  mar- 
ket value  change.  The  assessment  sales  ratio  is  com- 
puted by  dividing  the  assessed  value  of  a  property 
by  its  selling  price. 

Assessment  Sale  Ratio  (ASR)  =  Assessment 
Value/Sales  Price 

To  demonstrate  this  equation,  a  property  assessed 
at  $90,000  that  sells  for  $100,000  has  an  assessment 
ratio  (ASR)  of  90%  ($90,000/$1 00,000).  If  a  commu- 
nity hasn't  revalued  property  during  a  particular  time 
period,  changes  in  ASR  are  attributable  to  changes 
in  selling  prices  or  market  value.  Therefore,  an  in- 
creasing average  ASR  in  a  community  indicates  de- 
creasing market  values.  Conversely,  decreasing  ASR 
means  increasing  market  values. 

Applying  this  measurement  in  the  current  market,  the 
Bureau  of  Local  Assessment  studied  market  values 
of  single  family  dwellings  in  seven  regions  (see  map). 
We  focused  on  sample  communities  from  each  region 
as  follows:  4  from  the  Cape  and  Islands;  8  from  the 
Southeast;  5  from  within  Route  128;  7  from  the  North- 
east; 6  from  Central  Massachusetts;  8  from  Western 


Mass  and  10  from  the  Route  495  area.  In  addition, 
three  time  periods  were  compared;  the  first  quarter 
of  FY89  with  the  first  quarter  of  FY90;  the  second 
quarter  of  FY89  with  the  second  quarter  of  FY90;  and 
the  first  half  of  FY89  with  the  first  half  of  FY90.  A  chart 
has  been  provided  to  clarify  this  breakdown. 

First  Quarter 

•  The  Cape  and  Islands  and  the  Rte.  495  Belt 
declined  moderately  (-3.4%  and  -5.3%) 

•  The  Southeast  declined  sharply  at  -9.1% 

•  Western  and  Central  Mass.  and  the  Rte.  128  Belt 
changed  slightly  (range:  -1%  to  -i-.2%). 

•  The  Northeast  at  +  3.9%  was  the  only  region  to 
show  a  marked  increase  in  market  values 

Second  Quarter 

•  The  Cape  and  Islands,  Rte.  128  Belt,  Northeast, 
Western  Mass  and  the  Rte.  485  Belt  showed 
moderate  market  decline  with  changes  ranging 
from  -3.7%  to  -6.2% 

•  The  Southeast  showed  less  of  a  decline  with  1 .75% 

•  The  Central  region,  at  -i-3.3%,  was  the  only  one 
to  show  an  increase  in  the  market 

•  In  the  Northeast,  Cape  and  Islands,  Rte.  128  Belt 
and  Western  Mass,  the  rate  of  decline  increased 
between  the  first  and  second  quarters  of  FY89. 
The  rate  of  decline  remained  stable  in  the  Rte.  495 
Belt  and  slowed  down  in  the  Southeast  (from  -9% 
to  -1 .75%) 

Half  Year 

•  Moderate  declines  (-5.4%  and  -5.5%)  observed  in 
the  Cape  and  Islands  and  the  Rte.  495  Belt 

•  Smaller  rates  of  decline  (range :  -2.6%  to  -3.6%) 
seen  in  the  Southeast,  Rte.  128,  Northeast  and 
Western  Mass 

•  Only  the  Central  Region  experienced  a  market 
value  increase  of  +  1 .5% 

•  The  half  year  statistics  are  generally  the  compo- 
site of  the  quarter  year  results 

Continued  on  next  page 


Mitchell  Adams,  Commissioner 


Edward  J.  Collins,  Jr.,  Deputy  Commissioner 


Division  of  Local  Services 


CITY  &  Town,  January  1991 


Continued  from  page  1 

Tabular  Results  by  Region 


1st  Qtr. 

2nd  Qtr. 

Half 

uape  &  Islands 

-3.4 

-5.7 

-5.4 

Southeast 

-9.1 

-1.7 

-3.4 

Rte.  128 

-1.0 

-4.7 

-3.1 

Northeast 

$3.9 

-6.2 

-2.6 

Central 

-0.2 

$3.3 

$1. 

West 

$0.2 

-3.7 

-3.6 

Rte.  495 

-5.3 

-5.8 

-5.5 

State 

-2.6 

-4.6 

-4.0 

Conclusions 

This  study  indicates  that  market  values  of  single  fa- 
mily dwellings,  when  viewed  in  a  broad  regional  or 
statewide  basis,  declined  an  average  of  4%  between 
1989  and  1990.  When  the  first  quarters  of  both  years 
were  compared,  five  of  the  seven  regions  had  declin- 
ing market  values.  The  second  quarter  and  half  year 
comparisons  revealed  that  six  of  seven  regions  saw 
declining  market  value  levels.  In  addition,  five  of  seven 
regions  had  rates  of  decline  that  worsened  over  time. 

Implications  for  Assessors 

Massachusetts  law  requires  assessors  to  value  all 
property  at  full  and  fair  cash  value  as  of  the  first  of 


MASSACHUSETTS 
Regions  in  Market  Study 


eacti  year,  though  the  Commissioner  of  Revenue  is 
required  to  certify  these  values  only  every  third 
year.  While  in  times  of  rapid  market  appreciation 
taxpayers  became  accustomed  to  assessed  val- 
ues below  market  values,  they  are  not  likely  to 
accept  assessed  values  above  market  value,  which 
can  result  from  a  declining  market.  The  volume  of 
abatement  applications  increases,  overlay  reserve 
funds  feel  the  stress  and  the  credibility  of  local 
assessing  suffers.  It  is  crucial  for  assessors  to 
carefully  and  consistently  monitor  market  condi- 
tions in  their  communities  and  adjust  assessments 
to  better  reflect  full  and  fair  cash  value  if  necessary. 

As  with  any  general  study,  these  results  should  be  re- 
garded with  caution.  There  are  several  important  con- 
siderations (location,  view,  style,  age,  condition,  etc.) 
that  could  not  be  factored  into  this  broad  analysis. 
When  making  valuation  decisions,  assessors,  ap- 
praisers and  other  analysts  should  conduct  detailed, 
thoroughly  stratified  examinations  of  market  condi- 
tions in  their  communities.  Certification  Community 
Advisers  in  the  Bureau  of  Local  Assessment  will  be 
happy  to  assist  local  officials  set  up  such  studies. 

This  analysis  was  prepared  by  Donna  Demirai, 
Program  Coordinator  for  the  Bureau  of  Local 
Assessment. 


MARKET  VALUE  INDICATORS  -  ANNUAL 
%  CHANGES 


%  Change:  1st  Qtr  89 
to  1st  Qtr  90 

%  Change:  2ncl  Qtr  89 
to  2nd  Qtr  90 


^>yCape  &  Islands 


Comparing  1  st  Quarter  89  to  1  st  Quarter  90  and  2nd 
Quarter  89  to  2nd  Quarter  90 
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REGIONS 


state 
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Free 

A  community's  free  cash,  or  budgetary  fund  balance, 
is  the  amount  of  funds  that  are  unrestricted  and  avail- 
able for  appropriation.  Free  cash  is  generated  when 
actual  revenue  collections  exceed  actual  expendi- 
tures and  encumbrances  are  less  than  budgeted 
amounts. 

Free  cash  is  the  major  funding  source  for  supplemen- 
tal appropriations  once  a  tax  rate  has  been  approved 
and  the  annual  budget  has  been  established.  Com- 
munities often  appropriate  some  or  all  of  their  free 
cash  for  operations  during  the  year.  Depletion  of  free 
cash  is  an  indicator  of  tighter  financial  times  for  ci- 
ties and  towns. 

The  Bureau  of  Accounts  (BOA)  certifies  free  cash  as 
of  July  1  each  year  when  a  community  submits  a 
Balance  Sheet.  Upon  BOA  approval,  free  cash  may 
be  updated  to  reflect  collection  of  previous  years' 
property  taxes. 

When  a  community's  actual  collections  are  less  than 
estimates  or  actual  expenditures  exceed  budgeted 
amounts,  it  may  be  certified  as  having  "negative"  free 
cash  or  a  free  cash  deficit.  Although  communities  ar- 
en't required  to  raise  this  amount  the  following  year, 
negative  free  cash  is  a  warning  sign  of  a  collection 
or  budget  forecasting  problem  that  may  require 
management  improvements. 

JULY  1,  1990  CERTIFICATION 

In  FY90  and  again  in  FY91 ,  the  Division  of  Local  Serv- 
ices modified  a  number  of  financial  procedures  to  pro- 
vide communities  with  more  flexibility.  In  FY91 ,  due 
to  the  late  issuance  of  the  Cherry  Sheets  and  reduc- 
tions in  local  aid,  many  communities  were  required 
to  revise  their  budgets. 

Normally  free  cash  is  certified  by  the  BOA  in  the  fall, 
after  communities  have  submitted  balance  sheets 
reflecting  June  30  closings.  In  many  communities, 
this  July  1  amount  is  used  for  current  year  appropri- 
ations after  the  tax  rate  is  set.  It  is  also  a  revenue 
source  for  use  at  the  following  Spring's  budget  ses- 
sions for  the  next  fiscal  year.  For  FY91 ,  BOA  field 
representatives  accelerated  the  July  1  process  by  as- 
sisting communities  in  preparing  year-end  balance 
sheets. 

CERTIFICATION  OF  FREE  CASH  IN  FY91 

A  number  of  factors  influence  the  July  1,  1990  free 
cash  certification. 

In  May  1 990  the  Supreme  Judicial  Court  held  that  the 
Governor's  statutory  power  to  reduce  or  withhold  al- 


Cash 

lotments  of  appropriated  funds  did  not  apply  to  Chap- 
ter 70  school  aid  in  the  FY90  state  budget.  As  a  result, 
the  $210  million  in  FY90  aid  that  had  been  withheld 
was  paid  to  communities  during  the  summer  of  1990. 

Communities  adjusted  FY90  spending  levels  down- 
ward in  response  to  the  original  withholding  of  the 
$210  million  in  aid.  Because  of  the  late  payment  of 
this  aid,  communities  were  generally  not  able  to  ap- 
propriate from  these  funds  for  FY90.  Thus,  the  over- 
all impact  of  the  $21 0  million  withholding  and  eventual 
payment  was  to  increase  most  communities'  July  1 , 
1990  free  cash  certification. 

BOA  allowed  communities  facing  serious  budget  con- 
straints to  appropriate  their  share  of  the  $210  million 
payment  as  an  available  fund  or  estimated  receipt  for 
FY91,  prior  to  the  submission  of  the  community's 
balance  sheet  and  free  cash  certification  process. 

Today's  soft  economy  is  another  factor  affecting  the 
July  1,  1990  free  cash  certification.  The  depressed 
real  estate  market  could  lead  to  lower  property  tax 
collections;  higher  property  tax  receivables  would 
decrease  communities'  free  cash. 

FINDINGS 

Between  July  1,  1982  and  July  1,  1987  free  cash 
increased  statewide  from  $168.9  million  to  $386.9 
million.  Statewide  free  cash  deficits  dropped  from 
$1 1 6.7  million  to  $2.9  million.  The  number  of  com- 
munities with  positive  free  cash  increased  from 
291  to  338,  while  those  with  negative  free  cash 
dropped  from  55  to  9. 

Free  cash  decreased  for  the  first  time  between 
July  1 ,  1 987  and  July  1 ,  1 988  -  falling  from  $386.9 
million  to  $367.7  million  statewide.  For  the  first 
time  since  FY82,  the  number  of  communities  with 
free  cash  dropped  from  338  to  336.  Communities 
with  free  cash  deficits  increased  from  9  to  13. 
Statewide  free  cash  deficits  increased  from  $Z9 
million  to  $8.5  million. 

Between  July  1 ,  1988  and  July  1 ,  1989  statewide  free 
cash  decreased  from  $367.7  million  to  S269.4  mil- 
lion. The  number  of  communities  with  free  cash 
decreased  from  336  to  307.  Communities  with  free 
cash  deficits  increased  from  13  to  40,  with  statewide 
free  cash  deficits  increasing  from  $8.5  million  on  July 
1,  1988  to  $13.5  million  on  July  1,  1989. 

Continued  on  page  6 
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July  1 ,  1990  free  cash  certifications  are  complete  for 
299  communities  and  total  $275.3  million  to  date.  This 
represents  a  slight  increase  over  the  total  July  1 ,  1 989 
certification  of  $269.4  million.  Statewide,  free  cash 
deficits  have  increased  from  $13.5  million  to  $17.2 
million  to  date.  Thus  far,  275  communities  have  had 
positive  free  cash  balances  certified  while  24  have 
certified  free  cash  deficits. 

Among  the  299  communities  with  July  1,  1990  free 
cash  certified  to  date,  free  cash  has  increased  by 
11%,  from  $247.3  million  to  $275.3  million.  At  the 
same  time,  the  amount  of  negative  free  cash  has  in- 
creased by  99%,  from  $8.6  million  to  $17.1  million. 
The  number  of  communities  with  positive  free  cash 
has  increased  from  271  to  276;  those  with  negative 
free  cash  dropped  from  28  to  23. 


Free  Cash 

.,„.„„,Lu.jii.mn,ill| 

July  1,  1989 

July  1,  1990 

!                    Total  Positive 

$269,352,136 

$275,256,666 

I                    Total  Negative 

— $  13,486,432 

-6  17,163,590 

[                     #  Communities 

•  Positive 

307 

276 

\                     #  Communities 

Negative 

40 

23 

;                    #  Communities 

;                     Not  Certified 

4 

52 

Of  Comparable  Communities 

July  1,1989 

July  1,  1990 

Total  Positive 

$247,339,403 

$275,256,666 

1                    Total  Negative 

— $  8,615,345 

— $  17,163,590 

'                    #  Communities 

j  Positive 

271 

276 

]                    #  Communities 

]  Negative 

28 

23  j 

The  $210  million  in  previously-withheld  local  aid  has 
had  a  significant  impact  on  this  year's  free  cash  cer-(J 
tification.  Of  the  $275.3  million  in  free  cash  certified 
to  date,  approximately  $141.1  million  or  51%  is  at- 
tributable to  the  distribution  of  the  $210  million.  In 
other  words,  the  impact  of  the  $21 0  million  on  the  July 
1 , 1990  free  cash  certification  is  that  to  date  it  has  — 
on  a  one-time  basis  —  roughly  doubled  communities' 
certified  free  cash.  This  distribution  has  helped  to  re- 
store free  cash  levels  that  were  depleted  to  balance 
budgets  in  the  wake  of  FY90  local  aid  cuts. 

DATA  AND  NOTES 

The  table  shows,  by  community: 

•  free  cash  certified  as  of  July  1,  1988 

•  free  cash  certified  as  of  July  1,  1989 

•  free  cash  certified  as  of  July  1,  1990 

•  dollar  change:  July  1,  1989  to  July  1,  1990 

•  percent  change:  July  1,  1989  to  July  1,  1990 

•  dollar  share  of  $210  million  payment 

The  graph  shows  changes  in  positive  and  negative 
free  cash  from  July  1,  1982  to  July  1,  1990. 

This  report  includes  free  cash  certified  through  De- 
cember 12, 1990.  As  of  this  date,  52  communities  had 
not  had  free  cash  certified. 

This  FOCUS  was  prepared  by  Julie  Slavet  and  Les- 
lie Kirwan  of  the  Analysis  Unit,  Richard  Sciarappa  and 
Ellis  Fitzpatrick  of  the  Bureau  of  Accounts,  and  John 
Sanguinet  of  the  Municipal  Data  Bank. 
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Division  of  Local  Services 


OUR  LATEST  RELEASE! 


The  Division  of  Local  Services  recently  issued  a  new 
publication  entitled  Proposition  2V2  Referenda  Ques- 
tions (October  1990).  This  release  addresses  the  legal 
requirements  and  procedures  involved  in  Proposition 
2V2  elections.  Contained  in  our  pamphlet  is  informa- 
tion that  can  help  you  prepare  acceptable  ballot  ques- 
tions, present  multiple  (pyramid  and  menu  style)  over- 
ride questions,  and  make  contingent  appropriations. 


Local  officials  will  find  Proposition  2V2  Referenda 
Questions  to  be  a  valuable  reference  source  as  they 
prepare  for  Proposition  2V2  override  or  exclusion  elec- 
tions. Copies  of  the  pamphlet  have  been  mailed  to 
Mayors,  Selectmen,  City  and  Town  Councilors,  Fi- 
nance Committee  Members,  Finance  Directors,  Town 
Managers  and  Executive  Secretaries,  and  City  and 
Town  Clerks.  Others  may  obtain  copies  by  contact- 
ing Kathleen  Maillet  at  DLS. 


Overassessment  in  a 

In  City  of  Boston  v.  Johnson  (Tax  Lien  Case  No. 
59982),  the  Land  Court  recently  rendered  an  impor- 
tant decision  in  a  tax  foreclosure  case.  In  so  doing, 
it  reaffirmed  the  legal  principal  that  a  taxpayer  must 
timely  file  an  abatement  application  to  contest  an 
overassessment. 

The  City  of  Boston  was  owed  $45,052.07  in  unpaid 
taxes,  interest  and  costs  for  fiscal  years  1 976  to  1 989 
inclusive  on  a  parcel  located  there.  The  lien  had  been 
secured  through  a  tax  taking  on  September  13, 1977. 
On  July  24,  1980,  a  petition  to  foreclose  was  filed  in 
the  Land  Court. 

At  the  trial  scheduled  for  October  1990,  the  parcel's 
new  owner  disputed  the  City's  right  to  collect  all  out- 
standing amounts.  She  demonstrated  that  the  build- 
ing had  been  torn  down  by  the  City  on  December  2, 
1976  and  even  though  the  City  itself  had  razed  the 
building,  it  continued  to  assess  this  nonexistent  struc- 
ture until  1983.  It  was  acknowledged  that  no  owner 
of  the  premises  during  the  years  in  question  ever  filed 
an  abatement  application.  The  current  owner  argued, 
however,  that  she  was  financially  unable  to  pay  the 
total  amount  in  tax  title,  and  requested  relief  from 
Land  Court. 

In  its  decision,  the  Court  found  that  the  parcel,  taken 
as  a  whole,  had  indeed  been  overassessed  for  many 


c  Foreclosure  Action 

years.  (This  conclusion  was  based  presumably  upon 
the  inclusion  in  the  assessment  of  a  non-existent  struc- 
ture.) It  found  as  well  that  the  various  parcel  owners 
could  have  filed  abatement  applications  and,  if  de- 
nied, could  have  appealed  to  the  Appellate  Tax  Board. 
No  abatement  application,  however,  was  ever  filed. 
The  Land  Court  denied  the  defendant's  request  to 
rule  the  tax  void  since  it  included  an  assessment  on 
a  non-existent  structure.  Relying  on  prior  Supreme 
Judicial  Court  decisions,  it  held  that  a  taxpayer  seek- 
ing to  contest  the  amount  assessed  (as  distinguished 
from  the  liability  of  an  exempt  entity)  must  file  a  timely 
abatement  application. 

It  was  noted  that  the  current  owner  had  acquired  the 
subject  parcel  with  an  awareness  of  the  tax  delin- 
quency. The  City  on  its  part  lacked  jurisdiction  to  abate 
any  amount  since  abatement  applications  had  not 
been  timely  filed.  The  Court  recognized  that  the  De- 
partment of  Revenue  could  authorize  the  City  to  abate 
pursuant  to  Chapter  58  Section  8  of  the  General  Laws. 
The  Court  believed,  however,  that  it  was  inappropriate 
in  this  case  to  request  the  City  to  seek  such  authority. 

Accordingly,  the  Court  ordered  the  defendant  to  either 
pay  the  total  amount  outstanding  to  redeem  the 
property,  or  suffer  foreclosure  of  its  right  of  redemption. 


PROPERPr'  TAXES  PAID  UPON  RECEIPT 
BY  THE  COLLECTOR 


A  frequent  misconception  among  taxpayers  is  that  a 
payment  of  a  municipal  property  tax  is  timely  if  the 
payment  is  postmarked  by  the  due  date.  This  mis- 
conception undoubtedly  arises  from  the  rule  for  the 
payment  of  state  and  federal  income  taxes,  which 
makes  the  date  of  the  postmark  critical  for  determin- 
ing whether  a  payment  has  been  made  on  time. 


However,  that  rule  is  based  upon  explicit  statutory 
provisions  (see  G.L.  Chapter  62C  sec.  33A  for  state 
taxes  and  26  USC  7502  for  federal  income  taxes). 
As  there  is  no  comparable  provision  for  local  property 
taxes,  payments  must  be  received  in  the  collector's 
office  or  in  a  lock  box  by  the  due  date  for  the  interest 
to  be  waived. 


Division  of  Local  Services 


CITY  &  Town,  January  1991 


MUNICIPAL  FISCAL 
CALENDAR 

FEBRUARY  15:   Treasurer  —  Second- 
quarter  reconciliation  of  cash  (due  45  days  after  end 
of  quarter) 

Cash  reconciliation  is  the  process  of  comparing  the 
Treasurer's  accounts  with  the  Accountant's  accounts 
to  assure  consistency.  If  disagreement  (non-reconcil- 
iation) exists,  the  Bureau  of  Accounts  assists  in  resolv- 
ing the  problem. 

Reconciliations  must  be  done  at  least  every  quarter 
and  the  Division  further  recommends  that  they  be 
done  each  month.  These  reports  are  helpful  in  mon- 
itoring cash  practices  in  financial  offices.  If  the  Ac- 
countant and  Treasurer  are  not  consistently  reconciling 
accounts,  the  Selectmen  should  investigate. 

FEBRUARY:  Finance  Committee  —  Continue  budg- 
et review  and  develop  recommendations  (depending 
on  town  meeting  dates). 


FROM  THE  DATA  BANK 

The  Municipal  Data  Bank,  a  section  of  the  Division 
of  Local  Services'  Municipal  Data  Management  and 
Technical  Assistance  Bureau,  is  a  clearinghouse  for 
the  reports  submitted  to  the  Division  by  local  officials, 
as  well  as  data  from  other  state  and  federal  agen- 
cies. The  Data  Bank  can  provide,  upon  request,  print 
-outs  showing  community  comparisons  and  trends  in 
local  revenues,  expenditures,  tax  bases.  Proposi- 
tion 2V2  factors,  state  aid,  and  other  socioeconomic 
information. 

Data  Bank  Report  Highlight:  "At  a  Glance  "  is  a  new 
one-page  profile  that  provides  communities  with  a 
quick  reference  for  any  of  its  key  data  elements.  It 
includes  the  latest  information  on  governmental  struc- 
ture, population,  employment,  tax  rates,  property  val- 
ues, levy  capacity,  state  aid,  revenues  and  expendi- 
tures, reserves,  and  average  tax  bills. 


—  Editorial  Board  — 

Managing  Editor   Elizabeth  A.  Cannon 

—  Section  Editors  — 

Analysis  Unit  Julie  Slavet 

Bureau  of  Accounts  Joseph  Tassone 

Technical  Assistance  Frederick  Kingsley 

Property  Tax  Bureau  Harry  M.  Grossman 

Bureau  of  Local  Assessment  ....  Regina  McArdle 

Western  Regional  Offices  Kirsten  Shirer 

Municipal  Data  Bank  John  Sanguinet 
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A  publication  of  the  Massachusetts  Department  of  Revenue's  Division  of  Local  Services 

m2i  INCREASING  CREDIT  COSTS 

'''i:^^''H)AUSE  AND  EFFECT 


Communities  of  all  kinds  rely  on  short  term  borrow- 
ing to  smooth  uneven  cash  flow  and  meet  immedi- 
ate needs.  In  recent  years,  delayed  local  aid  pay- 
ments, local  aid  cuts  and  other  factors  related  to 
the  economic  downturn  contributed  to  increased 
short  term  borrowing  by  most  local  governments. 
Excluding  borrowing  by  cities,  total  short  term  debt 
more  than  doubled  between  FY87  and  FY90,  from 
$747.1  million  to  $1.56  billion.  At  the  same  time, 
costs  of  short  term  credit  rose  for  some  communi- 
ties, often  creating  additional  financial  pressures. 

Until  recently,  a  community's  bond  rating  made 
little  difference  in  the  borrowing  costs  paid  on  short 
term  debt.  A  city  or  town  with  a  relatively  low  credit 
rating  expected  to  pay  only  a  slightly  higher  interest 
rate  than  one  with  an  excellent  rating.  This  has 
changed  dramatically  and  rapidly  over  the  past 
year.  Chart  1  on  page  8  illustrates  the  change.  In 
August,  1 989,  communities  with  the  highest  ratings 
(Moody's  ratings  of  Aaa  and  Aa)  paid  an  average 
interest  rate  of  5.99%,  while  communities  with  the 
lowest  ratings  (Baal ,  Baa  and  no  rating)  paid  an 
averate  rate  of  6.63%...  a  spread  of  less  than  one 
percentage  point.  In  contrast,  October,  1990  saw 
the  highest-rated  communities  paying  an  average 
6.42%  while  the  lowest-rated  cities  and  towns  paid 
about  9.1  %  -  nearly  three  percentage  points  more! 

For  low-ranked  cities,  the  increase  in  costs  has 
been  even  more  pronounced.  As  shown  in  Chart  2, 
cities  rated  Baal  or  Baa  paid  an  average  6.86%  in 
August  1989.  By  October  1990,  the  average  rate 
they  paid  was  1 0.2%. 

The  significance  of  these  increased  costs  is  seen  in 
the  additional  strain  they  place  on  already  tight 
municipal  budgets.  To  illustrate  this  point,  every 
1%  increase  in  the  interest  rate  on  a  $10  million  4- 
month  note  ($33,000)  is  roughly  equivalent  to  a 


police  officer's  salary.  Increasing  interest  costs  can 
translate  quickly  into  layoffs  and  service  cuts. 

The  reason  for  these  increased  costs  is  height- 
ened emphasis  and  scrutiny  by  banks  and  other  in- 
vestors on  the  creditworthiness  of  municipal  issu- 
ers. The  investment  community  is  more  focused  on 
safety  and  avoiding  risks  because  of  perceived 
deterioration  in  basic  credit  quality  of  Massachu- 
setts municipalities  and  banks.  The  increased  role 
of  federal  regulators  in  the  Massachusetts  banking 
industry  also  contributes  to  this  situation.  Bank 
stability  in  general  has  been  affected  by  the  sliding 
regional  economy.  Particularly  hard  hit  are  banks 
heavily  invested  in  the  deteriorating  real  estate 
market.  In  this  climate,  there  is  less  willingness  to 
invest  in  municipal  debt  perceived  to  be  of  higher 
risk. 

Of  paramount  importance  to  banks  and  investors  is 
the  ability  of  issuers  to  meet  debt  service  pay- 
ments. The  investment  community  perceives  the 
reversal  of  fortune  seen  by  cities  and  towns  -  slow 
economic  growth,  local  aid  reductions,  increasing 
school  enrollments  and  other  increasing  costs  ~  as 
threats  to  financial  stability  and  creditworthiness. 

The  involvement  of  federal  regulators,  which  tend 
to  treat  lower-rated  municipal  securities  in  bank 
portfolios  as  high  risk       (continued  on  page  8) 


DATA  BANK  HIGHLIGHT 

The  Debt  and  Credit  Rating  Management  Report 
looks  at  trends  in  eighteen  debt,  financial  and 
socioeconomic  indicators  similar  to  those  used  by 
major  credit  rating  services  to  analyze  local  fi- 
nance. The  report  can  compare  a  city  or  town  with 
as  many  as  ten  other  communities.  Please  contact 
the  Municipal  Data  Bank  at  (61 7)  727-2300  for  a 
copy. 


Mitchell  Adams,  Commissioner 


Leslie  Kirwan,  Acting  Deputy  Commissioner 


CfTY  &  Town,  February  1 991 


Dcvision  of  Local  Services 


ON  CHARITAE 

The  following  two  questions  concern  eligibility  for 
property  tax  exemptions.  In  the  first  situation,  a 
business  incorporated  as  a  "for  profit  corporation" 
under  Chapter  1 56B  acquired  a  nursing  home  and 
applied  for  a  charitable  exemption.  We  determined 
that  this  taxpayer  was  not  eligible  for  the  exemp- 
tion. 

Under  the  provisions  of  Chapter  59  Section  5  Clause 
3  of  the  General  Laws,  the  real  estate  of  a  "literary 
benevolent,  charitable  or  scientific  institution"  is 
exempt  if  certain  conditions  are  satisfied.  Clause  3 
holds  that  assessors  must  determine  that: 

1)  the  actual  activities  of  the  organization  fall  within 
the  scope  of  the  purposes  stated  in  the  corporate 
charter  or  articles  of  organization 

2)  the  real  estate  is  owned  and  occupied  by  the 
corporation  for  the  purposes  for  which  it  was  incor- 
porated/held as  a  trust  or  the  real  estate  is  occu- 
pied by  another  charitable  organization  for  the 
purposes  of  that  organization 

3)  none  of  the  income  or  profits  is  being  distributed 
among  the  stockholders,  trustees  or  members  and 
the  income  is  not  used  for  purposes  other  than 
charitable  ones 

4)  upon  dissolution,  distribution  of  profits,  income 
and  assets  may  not  be  made  to  any  stockholder, 
trustee  or  member. 

We  maintain  that  a  Clause  1 56B  corporation  is  not 
a  charitable  organization  because  it  is  a  domestic 
corporation  established  "for  the  purpose  of  carry- 
ing on  business  for  profit."  (G.L  Ch.  156B  sec.  3). 
The  Supreme  Judicial  Court,  comparing  this  type 
of  corporation  with  one  established  under  Chapter 
1 80  for  expressly  charitable  purposes,  stated  that  it 
is  essential  that  legal  charities  not  be  money-mak- 
ing organizations.  This  doesnl  mean  that  fees 
can't  be  charged;  it  means  profits  cant  be  distrib- 
uted to  members  or  stockholders.  Boston  Sym- 
phony Orchestra,  Inc.  v.  Board  of  Assessors  of  the 
City  of  Boston,  294  Mass.  248  (1936)  detailed  this 
prohibition. 

The  second  inquiry  involved  a  parcel  of  property 
owned  by  a  trust.  Apparently,  a  portion  of  the  pro- 


EXEMPTIONS 

perty  was  leased  for  retail  and  office  purposes 
while  most  of  it  was  leased  to  a  Chapter  1 80  non- 
profit corporation.  One  purpose  of  the  corporation 
was  to  operate  educational  programs. 

Under  Clause  3,  property  owned  by  a  charitable 
corporation  and  leased  to  another  charitable  cor- 
poration is  exempt  from  real  estate  taxes.  How- 
ever, to  the  extent  that  the  premises  are  leased  for 
commercial  or  retail  uses,  the  property  is  taxable. 
In  addition,  the  assessors  must  confirm  that  the 
actual  use  of  the  property  falls  squarely  within  the 
scope  of  the  charitable  purposes  set  out  in  the 
corporate  charter  or  articles  of  organization. 

This  trust  did  not  qualify  as  a  charitable  organiza- 
tion as  stated  in  Clause  3.  Its  Declaration  of  Trust 
conflicted  with  the  dissolution  test  (#4)  in  that  it 
permitted  distribution  of  assets  upon  dissolution  to 
a  proscribed  group.  It  could  not  qualify  as  a  chari- 
table organization  for  the  purposes  of  a  property 
tax  exemption.  Assessors  must  deny  any  applica- 
tion for  a  charitable  exemption  where  the  taxpayer 
fails  to  satisfy  these  statutory  criteria. 

GUIDES  TO  PROPERW 
TAX  EXEMPTIONS 

The  Division  of  Local  Services  has  produced  tour 

new  brochures  to  provide  taxpayers  with  guides 
to  the  various  types  of  property  tax  exemptions 
allowed  by  Massachusetts  law.  The  four  "Tax- 
payers Guide  to  Real  Estate  Tax  Exemptions  in 
Massachusetts"  pamphlets  collectively  cover  ex- 
ceptions for  the  blind,  the  elderly,  qualifying  veter- 
ans, and  widows  and  minor  children  of  deceased 
parents. 

A  tax  exemption  is  a  discharge  from  the  obligation 
to  pay  all  or  a  portion  of  a  tax.  Exemptions  are 
conferred  by  the  Legislature  on  particular  catego- 
ries of  persons  or  property.  These  brochures  cite 
the  relevant  legislation,  list  the  exemption  amounts 
for  each  category,  and  provide  simple,  concise 
explanations  of  the  law.  Copies  of  guides  for  1) 
Blind  Persons  2)  Elderly  Persons  3)  Surviving  Spouse, 
Minor  Child  or  Elderly  Person  4)  Qualifying  Veter- 
ans can  be  obtained  by  contacting  Bruce  Stanford, 
Property  Tax  Bureau,  Division  of  Local  Services 
(617)  727-2300. 
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FOCUS  municipal  finance 


DEBT  SERVICE  AND  LONG  TERM  DEBT 


The  February  and  March  issues  of  CITY  &  Town 
FOCUS  will  examine  municipal  debt  -  debt  service, 
long  term  debt,  and  credit  ratings.  This  FOCUS 
looks  at  trends  in  communities'  annual  debt  service 
costs  and  long  term  outstanding  debt. 

BACKGROUND 

Communities  borrow  for  a  variety  of  purposes: 

o  to  meet  interim  cash  requirements  prior 
to  the  receipt  of  revenues,  such  as  taxes  or 
grant  funds 

o  to  meet  interim  cash  requirements  prior 
to  the  receipt  of  the  proceeds  of  bonds 
issued  for  capital  projects 

o  to  provide  money  for  capital  improve- 
ments. 

Generally,  communities  borrow  on  a  short-term 
basis  to  meet  interim  cash  requirements  and  on  a 
long  term  basis  for  capital  projects.  The  issuance 
of  long  term  debt  usually  requires  a  two-thirds  vote 
of  a  town  meeting,  or  town  or  city  council. 

Chapter  44  of  the  General  Laws  regulates  munici- 
pal debt  amounts,  purposes,  maturity,  and  proce- 
dures. Local  governments  are  restricted  as  to  the 
amount  of  debt  for  certain  purposes  that  may  be 
authorized  at  any  one  time.  For  towns,  the  debt 
limit  is  5%  of  their  Equalized  Valuation  (EQV);  for 
cities,  the  debt  limit  is  2 1/2%  of  their  EQV.  Chapter 
44  defines  the  purposes  for  which  communities 
may  borrow  inside  and  outside  of  this  debt  limit. 

Proposition  2  1/2  provides  that  subject  to  voter 
approval,  communities  can  exclude,  or  assess 
property  taxes  in  excess  of  their  levy  limit  or  levy 
ceiling  for  the  payment  of  specified  debt  service 
costs. 

The  Bureau  of  Accounts  Debt  Section  provides 
advisory  assistance  to  local  governments,  main- 
tains records  on  the  debt  of  local  governments,  and 
approves  and  certifies  State  House  Notes.  State 
House  Notes  are  an  accepted  and  inexpensive 


vehicle  for  towns,  counties,  and  districts  to  borrow 
funds. 

FINDINGS 

Statewide,  annual  debt  service  costs  increased  by 
9.3%  between  FY87  and  FY89  -  from  $474  million  to 
$518  million.  Debt  service  costs  thus  grew  at  a 
slower  rate  than  overall  budgets,  which  increased 
by  16.6%.  Debt  service  as  a  share  of  total  budgets 
changed  little  during  this  period,  dropping  from 
6.2%  in  FY87  to  5.7%  in  FY88,  and  rising  to  5.8%  in 
FY89.  Debt  service  includes  retired  principal,  inter- 
est on  principal,  interest  on  short  term  borrowing, 
and  other  interest. 

Statewide,  long  term  debt  increased  by  20.1%  be- 
tween FY87  and  FY89  -  from  $2.2  billion  to  $2.6 
billion.  Thus,  long  term  debt  increased  at  a  higher 
rate  than  overall  budgets.  Long  term  debt  per 
capita  increased  by  1 9%  between  FY87  and  FY89 
-  from  $373.78  to  $444.52.  Long  term  debt  includes 
all  of  a  community's  long  term  outstanding  debt. 

Communities  have  increasingly  turned  to  debt 
exclusions  to  finance  capital  projects.  In  FY89  a 
total  of  1 29  communities  excluded  $62 .9  million  in 
debt  service  costs. 

Because  property  values  and  thus  EQV's  have 
grown  tremendously  in  past  years,  most  communi- 
ties are  below  their  statutory  debt  limits  for  pur- 
poses that  fall  both  inside  and  outside  of  the  limit. 
Statewide,  communities'  long  term  outstanding  debt, 
not  including  debt  authorized  and  unissued,  is  less 
than  1%  of  the  statewide  EQV. 

NOTES 

Data  on  Debt  is  drawn  from  the  each  community's 
FY89  Schedule  A.  Data  on  Total  Budget  is  drawn 
from  each  community's  FY89  Tax  Rate  Recapitula- 
tion Sheet.  The  table  on  pages  4  and  5  provides  by 
community: 

o  Debt  Service  FY89 

o  Debt  Service  FY89  as  a  %  of  Total  Budget 
FY89 

o  Long  Term  Debt  FY89 

o  Long  Term  Debt  Per  Capita  FY89 
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Cmr  &  Town,  Febmary  1 991 


Division  of  Local  Sen^ices 


DEBT  EXCLUSION  F 

Proposition  2  1/2  (MGL  Ch.  59,  sec  21 C)  estab- 
lishes two  types  of  voter  approved  increases  in 
taxing  authority  -  overrides  and  exclusions.  In 
keeping  with  the  theme  of  this  month's  FOCUS, 
we'll  concentrate  specifically  on  debt  exclusions. 
Readers  wishing  more  complete  information  on  ref- 
erenda questions  should  write  or  call  the  Division  of 
Local  Services  and  request  our  booklet  titled:  Propo- 
sition 2  1/2  Referenda  Questions  -  Requirements 
and  Procedures. 

A  debt  exclusion  increases  the  amount  of  property 
tax  revenue  a  city  or  town  may  raise  for  a  limited 
period  of  time  in  order  to  pay  for  debt  service.  Debt 
exclusions  do  not  increase  the  levy  limit  or  become 
part  of  the  base  for  calculating  future  years'  levy 
limits.  They  may  only  be  added  to  the  levy  limit  or 
levy  ceiling  for  the  life  of  the  debt  issue  (s).  The  debt 
exclusion  covers  the  principal  on  the  permanent 
borrowing  and  the  interest  on  both  permanent  and 
temporary  borrowings  for  the  project. 

PRE  2  1/2  A  community  may  fund  its  remaining 
debt  service  payments  on  obligations  issued  and 
outstanding  on  November  4. 1 980  by  presenting  a 
single  "Pre-Proposition  2 1/2"  debt  exclusion  ques- 
tion to  the  voters.  If  approved,  the  community  may 
exclude  the  remaining  debt  service  payments  on 
all  of  those  obligations  until  the  debts  are  retired. 

POST  2  1/2  Communities  can  fund  debt  service 
payments  on  obligations  issued  after  November  4, 
1 990  by  presenting  a  separate  "Post-Proposition  2 
1/2"  debt  exclusion  question  to  the  voters  for  each 
debt  obligation  it  wishes  to  exclude. 


With  regard  to  the  municipal  budget  process,  ap- 
proval of  an  override  or  exclusion  question  only 
increases  a  community's  taxing  authority.  It  does 
not  authorize  or  require  spending  for  the  purpose 


RENDA  QUESTIONS 

of  the  question.  Spending  and  borrowing  deci- 
sions are  always  made  by  town  meeting  or  city 
council.  If  a  debt  exclusion  is  approved,  the  addi- 
tional taxing  authority  it  provides  is  that  amount 
which  represents  the  community's  share  of  debt 
service  being  paid  on  the  specific  capital  project 
covered  by  the  question.  To  determine  a  commu- 
nity's share  of  the  debt  service,  any  reimbursement 
amount  received  from  the  state  or  federal  govern- 
ment as  assistance  in  paying  for  a  pro 
ject  is  deducted  from  the  annual  debt  service  pay- 
ment for  that  project. 

Proposition  2  1/2  referenda  questions  are  placed 
on  an  election  ballot  by  vote  (  2/3  of  the  vote 
required  for  ballot  placement)  of  the  Board  of 
Selectmen.Town  Council,  City  Council  with  May- 
oral approval,  or  other  local  appropriating  body. 

Chapter  59  specifies  the  form  and  exact  language 
that  Proposition  2  1/2  referenda  questions  must 
take.  All  override  and  exclusion  questions  require 
a  statement  of  the  purpose  or  purposes  for  which 
the  monies  from  the  tax  "assessment"  or  debt  "is- 
sue" will  be  used.  The  purpose  must  be  described 
in  a  way  for  voters  to  understand  the  appropria- 
tions or  obligations  covered  by  the  question.  Debt 
exclusion  questions  are  designed  to  fund  specific 
capital  projects.  Therefore,  the  borrowing  purpose 
in  an  exclusion  question  must  describe  the  particu- 
lar project(s)  being  funded  by  the  question.  The 
question  can  not  promote  or  advocate  for  an  exclu- 
sion. 

More  detail  on  referenda  procedures  is  supplied  in 
the  booklet  mentioned  in  the  first  paragraph.  Please 
contact  Kathleen  Colleary,  Property  Tax  Bureau  - 
Division  of  Local  Services  if  you'd  like  a  copy. 


DATA  BANKS  ONLINE  ACCESS  SYSTEM  A  HIT! 

Since  DLS  went  public  with  our  Online  Data  Access  System  several  months  ago,  we've  been  barraged  with 
requests  for  data  files...  and  we  love  it! 

The  files,  which  can  be  obtained  directly  through  the  use  of  a  computer  modem  24  hours  a  day  at  no  charge, 
compare  cities  and  towns  on  broad  range  of  financial  and  demographic  areas.  Getting  access  to  the  system 
is  as  simple  as  a  phone  call.  Contact  Burt  Lewis  ,  System  Operator  at  61 7-727-2300  X480  (phone)  or  61 7-227- 
6533  (modem)  to  obtain  a  password. 
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Ask  the 

One  of  the  most  important  functions  of  tfie  Division's 
Property  Tax  Bureau  is  to  provide  legal  guidance  to 
local  officials  in  municipal  finance  matters.  Below  are 
some  actual  inquiries  sent  in  accompanied  by  re- 
sponses from  the  Division's  legal  experts. 

ON  PERSONAL  PROPEFTTY  TAXES 

O.  The  primary  sen/ice  of  a  given  corporation  is  to 
perform  payroll  accounting  for  other  commercial 
enterprises.  If  that  corporation's  computers  and  other 
machinery  are  used  chiefly  on  behalf  of  these  custom- 
ers, is  the  corporation  exempt  from  taxation  on  this 
machinery? 

A.  No.  Massachusetts  corporations  are  exempt  from 
taxation  on  all  their  personal  property  with  the  excep- 
tion of  "poles,  underground  conduits  wires  and  pipes, 
and  machinery  used  in  the  conduct  of  business."  [Ch. 
59,  sec.  5(1 6)].  Machinery  used  to  conduct  business 
does  not  incude  personal  property  directly  used  in 
any  purchasing,  selling,  accounting  or  administrative 
function  under  this  law. 

Machinery  used  by  a  corporation  for  purchasing, 
selling  and  accounting,  and  administration  functions 
is  only  exempt  when  used  principally  for  the  internal 
purposes  of  the  corporation.  When  machinery  is 
used  primarily  on  behalf  of  that  corporation's  custom- 
ers, (e.g.  using  computers  and  equipment  to  process 
data  on  behalf  of  clients)  the  machinery  is  not  exempt 
from  taxation. 

UFE  ESTATE 

0.  Does  a  person  who  is  granted,  under  a  deed  or  will, 
the  right  to  occupy  real  property  for  his  lifetime  receive 
a  'life  estate'  in  that  property? 
A.  Yes. 


Experts 

O.  Is  a  life  tenant  obliged  to  pay  property  taxes? 
A.  Yes.  "Taxes  on  real  estate  shall  be  assessed.,  to 
the  person  who  is  owner  on  January  first."  (Ch.  59 
sec.  11).  The  holder  of  a  life  estate  posesses  the 
present  interest  in  the  property  over  which  he  holds 
the  life  estate.  He  is,  therefore,  the  owner  of  the 
property  for  the  purposes  of  Ch.  59  sec.  1 1 . 

O.  Is  a  life  tenant  eligible  for  an  elderly  exemption? 
A.  Yes.  A  life  estate  is  a  sufficient  ownership  interest 
in  property  to  satisfy  the  ownership  requirement  for 
an  elderly  exemption. 

EXEMPTION  EUGIBILTTY  OF  HOUSING 
COOPERATIVE  SHAREHOLDER 

O.  Is  a  tenant  shareholder  of  a  cooperative  housing 
corporation  eligible  for  an  exemption? 
A.  No.  To  qualify  for  an  exemption  under  Ch.  59  sec. 
5,  an  individual  must  have  been  owner  of  the  subject 
property  on  July  1  of  the  year  to  which  the  tax  relates. 
Eligibility  for  an  exemption  partly  depends  on  whether 
one's  status  as  a  tenant  shareholder  in  a  cooperative 
housing  corporation  satisfies  the  ownership  require- 
ment of  the  exemption  statute. 

Chapter  59  sec.  1 1  designates  the  owner  of  real 
estate  for  the  purpose  of  tax  assessment  as  the 
person  appearing  of  record,  in  the  records  of  the 
county.,  where  the  estate  lies..."  Cooperative  hous- 
ing corporations  are  clearly  the  owners  of  such  prop- 
erty... not  their  tenant  shareholders.  Furthermore, 
Ch.  59  sec.  59  enumerates  the  various  parties  who 
may  apply  for  an  exemption.  Corporate  shareholders 
are  not  afforded  such  a  right. 


MUNICIPAL  FISCAL  CALENDAR 

MARCH  1 :  Non-Prom  Organizations  -  Final  filirtg  date  for  3ABC  forms  unless  extended  In  writing  by  the  assessors  but 
in  no  event  later  than  30  days  after  the  mailing  of  the  tax  bills. 

MARCH  31 :  Accountant  -  Certify  total  proceeds  from  sale  of  tax  title  possessions .  receipts  from  tax  title  redenrotions, 
and  otfier  receipts  approved  by  the  Director  of  Accounts  in  addition  to  prior  fiscal  year's  real  and  personal  property 
tax  collections.  The  Accountant  may  certify  these  receipts  to  the  DOR  for  tfie  purpose  of  updating  free  cash.  DOR 
will  then  inform  the  Assessors. 

This  certification  relates  to  tfie  updating  of  Free  Cash.  If  Free  Cash  is  adjusted  tfirough  March  31 ,  it  will  include  these 
proceeds  and  receipts  as  well  as  collections  of  prior  year  property  taxes  as  approved  l>y  DOR.  Free  Cash  is  an 
available  fund  which  may  be  appropriated  at  a  special  or  annual  town  meeting. 


Division  of  Local  Services 
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INCREASING  CREDIT  COSTS 

..continued  from  page  1 

has  further  increased  emphasis  on  creditworthiness. 
Some  bankers  have  retreated  from  buying  munici- 
pal notes  in  order  to  avoid  federal  requirements 
that  they  hold  higher  levels  of  reserves  to  secure 
such  investments. 

Finally,  new  Disclosure  Regulations  issued  by  the 
federal  Securities  and  Exchange  Commission  (SEC) 
on  January  1 , 1 990  require  banks  selling  municipal 
securities  to  ensure  that  full  and  accurate  disclo- 
sure is  available.  Such  full  disclosure  spotlights 
areas  of  concern  to  credit  analysts  and  investors. 


solution  is  simple  to  state  but  difficult  to  achieve, 
particularly  in  the  current  environment.  Steps  to 
improve  financial  management  and  enhance  fiscal 
stability  will  translate  into  improved  credit  ratings 
and  lower  borrowing  costs. 

The  Division  of  Local  Services  can  provide  informa- 
tion on  the  factors  considered  by  the  rating  agen- 
cies in  evaluating  municipal  credit,  and  can  per- 
form a  computerized  debt  and  credit  analysis  for 
any  community  upon  request  (see  Data  Bank  High- 
light on  page  one) 


What  can  communities  do  to  improve  credit- 
worthiness and  minimize  borrowing  costs?  The 
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RECEIVED 


A  publication  of  the  Massachusetts  Department  of  Revenue's  Division  of  Local  Services 


'The  Division's  L 

This  sentiment  has  been  expressed  by  the  associ- 
ates of  Edward  J.  Collins,  Jr.  from  the  State  House  to 
the  town  and  city  halls  across  Massachusetts.  After 
serving  thirteen  years  as  the  Deputy  Commissioner 
of  the  Division  of  Local  Services,  Ed  moved  closer  to 
home...  Saugus  Town  Hall.  With  Ed  as  Town  Man- 
ager, Saugus  is  now  the  exclusive  beneficiary  of  a 
municipal  management  resource  once  tapped  by 
351  cities  and  towns. 

Ed  Collins  created  DLS's  four-bureau  structure  to 
serve  local  governments  by  drawing  on  the  expertise 
of  a  professional  staff  in  many  disciplines  including 
appraisal,  municipal  finance  law,  accounting,  and 
financial  management.  The  goals  Ed  set  for  the 
Division  were  committed  to  public  service  of  the 
highest  caliber.  To  that  end,  Ed  concentrated  on 
training  local  officials,  enabling  them  to  improve  their 
skills  and  giving  them  the  tools  to  manage  their  com- 
munities effectively.  Most  would  agree  that  Ed  reached 
these  goals  successfully. 

When  cities  and  towns  faced  heightened  fiscal  stress 
upon  the  enactment  of  Proposition  2  1/2,  Ed  Collins 
responded  with  a  campaign  to  increase  professional- 
ism at  the  local  level  through  education  and  technical 
assistance.  In  addition,  he  oversaw  the  development 


is  Saugus'  Gain..." 

of  DOR'S  Computer  Assisted  Mass  Appraisal  (CAMA) 
system  and  the  creation  of  the  Municipal  Data  Bank. 
These  are  just  a  few  of  the  service  programs  con- 
ceived by  Mr.  Collins. 

In  1987,  the  Massachusetts  Taxpayers  Foundation 
acknowledged  Mr.  Collins'  accomplishments  by  pre- 
senting him  with  the  Lyman  Ziegler  Award  for  Out- 
standing Service  to  the  Commonwealth.  Four  years 
later,  the  Massachusetts  Municipal  Association  hon- 
ored him  with  the  1991  Distinguished  Service  Award. 
In  Revenue  Commissioner  Mitchell  Adams'  words, 
Local  Services  has  become  identified  with  the  very 
best  in  public  service  under  Ed's  leadership. 

Leslie  Kirwan  has  worked  closely  with  Mr.  Collins 
since  1984;  first  as  his  executive  assistant,  then  as 
Director  of  Program  Planning  and  Analysis.  Upon 
Ed's  departure,  she  was  appointed  Acting  Deputy 
Commissioner  by  Revenue  Commissioner  Mitchell 
Adams. 

Though  we  miss  Ed  very  much  here  at  Local  Sen/- 
ices,  we're  looking  forward  to  working  with  him  again 
in  his  role  as  Saugus  Town  Manager.  We  are  also 
pleased  that  Ed's  new  career  will  gratify  his  greatest 
enthusiasm...  local  government. 


PRELIMINARY  FY92  LEVY  LIMITS 

In  late  February,  the  Bureau  of  Accounts  mailed  cities  and  towns  their  preliminary  FY92  levy  limits  with  instructions. 
Local  officials  will  use  this  information  to  plan  their  FY92  budgets.  The  Division  of  Local  Services  requests  that 
communities  report  all  override,  debt  and/or  capital  expenditure  exclusion  votes,  successful  or  unsuccessful,  to  their 
Bureau  of  Accounts  representatives  as  soon  as  election  results  are  final.  This  replaces  the  previous  policy  under 
which  cities  and  towns  submitted  election  results  at  the  time  that  tax  rates  were  set. 

Local  Officials  with  questions  regarding  levy  limit  computation  or  Proposition  2 1/2  override  and  exclusion  reporting 
should  contact  their  BOA  representatives  or  Hugh  Reilly  at  (617)  727-2300.  Thank  you  for  your  cooperation. 


Mitchell  Adams,  Commissioner 


Leslie  A.  Kirwan,  Acting  Deputy  Commissioner 
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ACCOUNTING  FOR  UNPAID  PROPERTY  TAX 


The  downturn  in  the  economy  has  resulted  in  lower 
property  tax  collection  rates.  In  response  to  ques- 
tions from  local  officials,  the  following  outlines  the 
proper  accounting  for  unpaid  property  taxes  and 
explains  the  benefits  of  enforcing  a  community's 
collection  rights. 

While  property  taxes  remain  unpaid,  communities 
are  required  to  hold  the  equivalent  amount  in  overlay 
reserve,  an  account  established  to  provide  for  abate- 
ments and  exemptions.  Badly-needed  local  funds 
may  be  tied  up  unnecessarily  in  overlay  reserve  if 
local  officials  are  unaware  of  the  procedure  for  plac- 
ing property  in  "tax  title."  Conversely,  prompt  action 
to  place  property  into  tax  title  may  free  up  funds  for 
other  uses. 

The  municipal  finance  system  is  based  on  the  prem- 
ise that  a  dollar  levied  is  a  dollar  collected.  When  a 
town  approves  a  budget  for  the  coming  year,  it  be- 
gins spending  that  money  on  July  1  -  even  though 
the  property  taxes  and  other  revenues  supporting 
that  spending  will  actually  be  collected  throughout 
the  year.  Towns  using  a  quarterly  tax  billing  system 
receive  property  tax  payments  four  times  a  year; 
others  collect  it  twice  a  year. 

When  property  taxes  are  not  paid,  the  assessors 
must  retain  an  overlay  reserve  amount  equal  to  the 
amount  of  outstanding  taxes.  This  requirement  as- 
sumes that  taxes  outstanding  may  still  be  abated. 
Uncollected  property  taxes  also  reduce  free  cash  to 


reflect  the  fact  that  the  town  has  already  spent  money 
it  hasnt  received.  This  deduction  from  free  cash 
remains  until  the  community  actually  receives  the 
money,  at  which  time  the  numbers  can  be  updated. 

Once  the  real  estate  tax  becomes  overdue,  the  col- 
lector should  do  a  tax  taking  and  record  the  instru- 
ment at  the  Registry  of  Deeds.  Notice  is  given  to  the 
town  treasurer  and  town  accountant,  and  an  ac- 
counting entry  transferring  the  funds  from  the  Prop- 
erty Tax  Receivable  account  to  the  Tax  Liens  account 
is  then  made.  When  the  assessors  determine  that 
overlay  funds  are  no  longer  necessary,  those  funds 
are  declared  "surplus."  Overlay  surplus  can  be  ap- 
propriated for  any  legal  purpose. 

When  a  tax  title  is  recorded,  the  town's  interest  is 
protected  even  if  the  property  is  sold.  The  city  or  town 
may  eventually  foreclose  on  the  property,  take  the 
title  and  sell  it  to  collect  back  taxes.  It  is  important  to 
note,  however,  that  actual  foreclosure  need  not  be 
pursued  to  free  up  the  overlay  reserve;  the  act  of 
making  a  tax  taking  is  sufficient  to  accomplish  this 
purpose. 

Officials  may  be  reluctant  to  file  tax  liens  because 
they  are  concerned  that  some  people  cant  afford  to 
pay  their  outstanding  taxes.  The  appropriate  re- 
sponse to  this  dilemma  is  for  officials  to  alert  taxpay- 
ers to  the  numerous  legal  options  available  whereby 
property  taxes  may  be  abated,  exempted  or  de- 
ferred. 


DATA  BANK  HIGHLIGHT 

The  Municipal  Data  Bank  is  a  clearinghouse  for  a  wide  variety  of  municipal  financial  and  socioeconomic  data. 
This  information  is  available  on  printouts  or  diskettes,  as  well  as  via  computer  modem  on  the  "Online  Data 
Access  System."  Public  officials  are  encouraged  to  make  requests  or  obtain  further  information  by  calling  (617) 
727-2300  extension  476. 

"Revenue  in  the  80's"  is  one  of  the  Data  Bank's  most  popular  reports.  Based  upon  information  provided  on  the 
Tax  Recap  sheet,  it  shows  a  community's  trends  in  revenue  sources,  levy  limits  and  excess  capacity,  property 
values  by  class,  levies  by  class,  and  tax  rates  by  class,  from  the  mid-80's  through  the  present 
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FOCUS 


ON  MUNICIPAL 
FINANCE 


Single  Family  Residential  Tax  Bills 


Previous  issues  of  CITy  &  Town  FOCUS  examined 
single  family  residential  tax  bills  for  FY89  (May  1990) 
and  FY88  (September  1988).  This  FOCUS  provides 
information  on  single  family  tax  bills  for  FY90. 

BACKGROUND 

An  individual  property  owner's  tax  bill  is  calculated  by 
multiplying  the  assessed  valuation  of  the  particular 
parcel  of  property  by  the  tax  rate  assigned  to  the 
particular  class  of  property  (the  amount  of  dollars 
owed  per  $1 ,000  of  taxable  valuation). 

The  assessment  of  each  parcel  of  property  is  deter- 
mined by  the  community's  assessors,  the  local  offi- 
cials responsible  for  determining  the  value  of  all  the 
community's  real  and  personal  property.  Assess- 
ments are  based  upon  lull  and  fair  cash  value,"  the 
amount  a  willing  buyer  would  pay  a  willing  seller  for 
the  property.  Property  is  assessed  as  of  the  prior 
January  1 .  Tax  bills  for  FY90  are  based  on  property 
values  determined  as  of  January  1,  1989.  Thus, 
home  prices  from  sales  during  calendar  1 988  are  the 
basis  of  residential  property  assessments  for  FY90. 

All  communities  are  required  by  law  to  classify  real 
and  personal  property  into  one  of  five  different  cate- 
gories: residential,  open  space,  commercial,  indus- 
trial, and  personal.  Communities  have  the  option  of 
taxing  these  classes  at  different  rates.  Local  officials 
determine  the  tax  rate  by  dividing  the  amount  of  the 
levy  -  the  amount  of  real  and  personal  property  taxes 
the  community  chooses  to  raise  -  by  the  community's 
total  assessed  value. 

Taxing  at  different  rates  shifts  the  property  tax  among 
the  major  property  classes  within  limits  established 
by  law.  A  minimum  residential  factor  calculated  by 
the  Department  of  Revenue  is  used  to  ensure  that  any 
shift  from  the  residential  class  is  not  so  great  as  to 
create  a  disproportionate  burden  for  the  other  classes. 
In  FY90, 1 09  communities  adopted  multiple  tax  rates. 
(See  Cmr  &  Town  FOCUS:  Shifting  the  Property  Tax 
Burden,  December  1990). 


Communities  can  also  adopt  a  residential  exemption, 
applied  to  owner-occupied  residences,  which  ex- 
empts from  taxation  a  certain  percentage  of  the  aver- 
age value  of  all  residential  property.  This  exemption 
shifts  the  residential  property  tax  burden  onto  more 
expensive  housing  and  housing  that  is  not  occupied 
by  the  owner  as  a  principal  residence,  such  as  an 
apartment  building  or  vacation  home.  The  residential 
exemption  increases  the  overall  residential  tax  rate. 
In  FY90,  ten  communities  adopted  residential  ex- 
emptions. 

Communities  can  also  apply  a  discount  to  the  open 
space  class  to  alleviate  the  tax  burden  on  that  vacant 
land.  The  amount  of  tax  that  is  removed  from  the 
open  space  class  is  transferred  to  the  residential 
class  and  may  not  be  shifted  to  any  of  the  other 
property  classes.  In  FY90,  four  communities  adopted 
open  space  discounts. 

FINDINGS 

Of  the  323  cities  and  towns  for  which  data  are  avail- 
able, the  statewide  median  average  single  family  tax 

bill  was  $1 ,504,  ranging  from  a  low  of  $41 4  to  a  high 

of  $5,023  in  FY90.  Of  these  323  communities: 

•  38  or  1 1 .7%  of  communities  had  average 
bills  of  less  than  $999 

•  222,  or  68.7%  of  communities  had  average 
bills  of  $1,000  to  $1,999 

•  63,  or  1 9%  of  communities  had  average 
bills  of  $2,000  or  higher. 

As  a  group.  Residential  Suburbs  had  the  highest 
median  average  bill  of  $2,227  while  Small  Rural 
Communities  had  the  lowest  median  average  bill  of 
$1 ,149.  By  Kind  of  Community,  the  median  average 
single  family  bill  was  as  follows: 


Residential  Suburbs 
Economically  Developed  Suburbs 
Growth  Communities 
Urban  Centers 

Resort  Retirement,  Artistic  Communities 
Rural  Economic  Centers 
Small  Rural  Communities 


$2 


,227 
1,975 
1,573 
1,306 
1,286 
1,189 
1,149 


_  — '  ro«-eo«-»-  LriLnKiT-vo  KoOMnin  fvio-^oo-rvi  oooN-^in  ■Ofooooor-  Kio<NJto«—  »\j>Of'i>*t^  o>o>>oroo  -j-sOfM«-eo  (\jeo^o«- 

c  c— •  o>«-ir«t'i<M  Kir~o>ooo  S.fMO>oo>  OfOOO^  too-oorOT-  oinsO«— -o  oor>JO>Nt(\j       eorofvioo  -r^orOLrv  oo(MCO(\Jto  o>Of\jo<o 

Of  m 

»*in^o>*  in»-N*oro  «— r^r^co  >*>*ro>*-»-  oooto^in  vtO>«-0>>*  eo«— t^oro  roinoovj  ino>ruroro  m«-T->*o  <m«— cjMro 

■  X  — '  S.<\jo>rom  — *Os  >0(MO>«-in  vt  f\i»— ro^o  eo^ooco  ^Oino  «— ^K-coS-  «-o(Mro(M  vOoor^in>o  Mtovo-oo  co»— o^KiK- 

o>n— '  r>-r^o>o<Nj  «*-^toro^  ooooon-n-  oroof^o  r^oorjso  ^c\j«—  O'Otomh^  ^ooirtrM>^  in>*-j-insj'  eo<ooo<o^  N-r^soK-o 

<      CD             fM«-«-  fvj^^^  «-<M     «— «-         <\J     «— (\J  ^^^»-^  >l'T-(M<-<-  «-»-PJ»-K>  ^-rvlT-T-*-"  •-V^fC^cJ' 

•  u-\  LTV  00  CM  00  oo^ooo  ^vto>o<M  S.mfMoo«-  ■Of^oooo-  o>cor^(Mm  oooo-o  Of\jooo  N-oooo>t  rof^^rju-i  ooint^m 

"D  X  a>  KiO'«-'Or>-  »— intoi/^N-  r^-oi/> -j-o  «—  ^ocoo «—  <f    r^f^<>  N-r^roKio  -oooofvi  rM>oN-ooo  rvifotooeo  ro>Oir»o>«-  iom«-r'i>*- 

•^(D4^  •••••  ••••• 

</)>—  B)  vntnooco  co  o  o  ^-  o»— roro*—  o «—  o  o  o » — co  «—  nO  co  o  o  ooo«— o  o  ^  o o«— o»oh-  oooooo^oo  oo«— o>ro 
QC  *" 

«i     o  fvi>*rMO>N-  >om(\jeQoo  irvooo>«-«-  «-K)r^«-o  Mromhrico  O-roooeou-i  o-J- W"—  o>«-S-i\J'0  inoo>>0'0  tomfO>oir>  ooor-mF-- 

^H-  o  in<NjKiir>ir>  rO<00-^0  K>t^>O00iA  rjvOO-fMN-  ooKltivO*-  mco>»o«-  u-ivI-u-vlti^o  M'-(Moooo  F~-OLr\hOvi-  ineoK-h-oo  intot>--2S>o 

EOi>      •                           •            •               »«»»»  .  .....  ...      .      .....      .....  .....  ..... 

3      2  *"     MCM  «-'0                      in     f\J>t  »-K|v»«-l\J  K1K(     K>  <\lf\l«— r-vt  OJ«—  nO     CO  «-CMinO.»  IMOKIUT—  Kim«-f^>»  <M(Mf\lt^f\l 

oh^oojo  -ooooo  rooooo  ooooo  ocjoooo  ooooo  oruooo  ooorjo  o~oof\io  ooooo  ooooo 

•-■>00«-0  fOOvtOO>  -ooooo  OOOOOOOO  0«-OOKI  0000>0  ooooo  OOOOOO  0>ON»fMO  OvtOOO  003000 

■g  f^^fOvtoo  o>«-h-mfM  o>roo<OflO  S-^r-~Ki<)  00«— -^f*—  coo^o^O  oOfMir\oo«—  »— «— ooh-  coin>i'irt>o  •oo-vtirvoo  (\)0.<oioo 

u)  u  o-(MOO-o  inNtrvjooro  r^Kio(M<o  inN-S-OfM  fOfi*— >— <m  fMvtvtinN-  oororofvjin  h.ooo>OK>  vj-rvjinrjco  ^o>0^0»-l/^  >ooo'Vo'>t' 

<fl  3  coc\j«-«-vO  r>jm>*r^o>  vQ'-l^<MO  (M«-oooki  -oo^oh-  ino>(O0Q<-  ^trjOforo  M«-eooo(\j  «-«-o^«*  rjror^roov  ro«->*-*r^ 

a—  r^rur^N-v*  •oo-ooo<  •o>OKtin»o  o>»»-rNjo.  roaoror<.oo  o<r-o^N.  t<\o<3<oo  S-oror^o  «-r^ojvtr^  «-oro«-o  -OLn(^JO^o 

(/>(D      .....     .....     .....     .....  .....  .....  .....     .....     .....  .....  ..... 

u)  >  ino~*l^oo  N.>*ir>>*>t  -j-f\]vOcoo  in^oino  vjo  vo «— F"-  Kor^(\i<o  r^ir>o-^Oin  »— oN-^oo  0>h.>*>0>0  h-cONfMfM  K    o f\] 

<  S-tocQOhO       oroh-  Kio  ^  u-if\i  (\j(NjooS-»—  o« — t\r\0  h-oooroo  O^*— r^O  KivOO^ro       OinfM^  rjh-S-OLn  >*cON-cvi«- 

«-    <oto                o          >»    fof^  «-r~m«->o  -Oirv    ir>  ro>*(vj«-m  (\jr\joo    ir>  >oroo>M>0  >*kio>oo>o  •Or^roK){>  vj-tfOvj-v* 


C 


UJU 
GO 


>03 
OW)Q 
Z  Z 
<  << 

a:  z  z 


Q— 1 
Q  =  _i  — 

<t  —  —  lu 
>3u.uj— I 
Qi  QCt->3 

<<<<< 


UJ  V 

<<8z 

I— C3(/>0Qa 
<ZZ— I— i 
ILI— i  — OO 


O  luO 

Ot— LLI_1I— 

zco  v<z 

<  — OQ  — 
— I  — I  >-  UJ  ^ 

_1  —J  _J  Q.  Q. 
OOOOO 


I-  O 
CO  >- 

co(/)— 11-3 
CD  O  — I  Z  CO 


O 

z  — I  m  Of  m 

0— It— Ou 

1—  •— i  «/)  CD  Z 

(/>><(/>  ai 

ULUOUJOC 
z^zz3 
—  <<<«t 


Of    m  z 

LU      I— H-O 

(—  </)(-»- 

C/>  ZLUO 
UJX  —  Q£  Z 

--zC5>x 


zS 

z2S 

— I  LU  LU  — I  3 
O-IX-lO 
<_)  I—  (J  LU  —I 
Zt-Z3Q 
—  —  003 


luz  z  o(-i 

ZZ  Z  — IZ 
3>-  >-  << 


—  lUZLulu 

u.  _i  oz  a. 

(A  CD  — •(/>  SC 
Z  Oe:  0£Q£  C/) 

<<<<< 


OQ 

<< 


moo- 

—  o< 

u.  u.  3 

LULUIU 


^  — • 
C  C— ' 
<D'--— 


•-pooorvjog  P^>o>»<Min 
inK>o«— 00  viin^oco 


or^vtf^O-  >»i/>>Ovj-m  «-Kiint^o 
«— o-r-o«—    «-    (Njofsj  «-(\jo«-r^ 


u-\0OK)Lnvt 

(M  f\JK>«- 


«-«— OOMn     S-^fMCOO     hO^vOKI"—     Ln-o«— 0->t«->00 

eo-*«-r^<o    «->ooo-*    ooo^oOfM    in«-mo>f\i  vOLnN-N-^r 


•  X— ' 
0><D— ' 
>l — - 

<  ea 


Lr\  CO  o  O 
•-o«-roo> 


i/Mr>»-inoo 


«-K>«->ON. 


00K1«-0 

CO  fO  in  (Mm 


ir>rM«-Ofl0 

O>0fVi00O- 

Nt^ooo^o 


CO  T— o  o  -OMvor^vO  vO"— -OfMu-v  fsjvoN.r^fM 
<omomf>.  -~roof^~oo  tMO-rsjr-aa  f\j«— ooooo 
«-0'ro>Oir>    o«-N..*«-    >00>N-K)'-    r-oo-'— 1/> 


mO>f\jf\j«— 
>j-vO<oooro 


«-ON-O00 
eoinoi^o 
omo>*Ki 


■O  X  41 
(0 

0)  DC 


(NJfNJOOfVl 


oJOoorvi       vOOLn^o  oinoo  ot^cQ    ir>(\jo^«-    inv*»-\0«-    O    u->vtr«-    vtvO>0<OLr>    orooo^  ooooooOvj 

(Njvj-vo^o    o>.toom«-    LTi'— f\ivO-o    u-i«— o^ooO    o>o>oom    >o<o«-i/Mr>    foo>eo>o<o    (\jt'ioo(vjo>    ^S-co>oo    sOLn«— «— 


f^os-^o    ooorj-oN-    St  «-r~ou-\    oou-iooh-    r^ooooh-o.    o«-^ooo    o^ooos-"-    oorjto^-  o&-s-oo- 


O  l/>  O  Ol/> 


OOvJ-OOvOlTV 


ffMr^o-'— 


>*flOO>-4-0 

oo>ooo>^ 

sj  LAirtfNJvO 


>*N-t\jino 

~*vO>OK>0 


>OoooOinrvj 
LnS.LnfMO 

00 


sffM    sr  sr  rostco 


■55S-5>«-oo 

h-OOvOO>*- 


ofo^Oro^ 
>0<o«— «— oo 
ojrvjh — to 


sJ-vOOfO'- 
N-K)Lnirv»— 


0«-N»-sj-N. 
sJ-fMsJ-h-O 
N->O>^C0  00 


oeQO>o>i- 
»-ooo>«-i/> 


V)  <u 

(0  3 

U>  (D 

< 


pooooin 
coooo>o 


oinooo 

Or-0<— O 
T-CO-OLnLTl 


ooor^o 

OOOfOO 
tON.tMO«- 


sTOOOO 

roinooo 
<>.<MN-moo 


ooroino 

OOK-IAOO 

<0<Omoom 


OOOOO 
OOOOO 

rgooo«-PvJ 


OOOOO 

ooooin 


OOQOOO 

ocoororg 

-*f\lvtO>* 


ooooo 
oinooo 


ooooo 
ooooo 
t^roorgM 


ooooco 
ooooo 
o  in  o  CO  f-^ 


eoco»-hO00 
(\ir^T-o»- 
co-4-rorM>» 


roo»«-oro 
KiinOvt 

OS.00(MO 


^oo>fM(^Jm 
>omoogo 


§KIC0S.st 
ooeor^ 
inoO'-OT- 


r^o»->*f^ 

«-«-M00<O 


T-oro(\io 
or^sOOvO 


5: 


O  CO  LTl  st  O 

r~o(\ih.o 
>*oroino« 


»-f~0OfVJ0b 


OO-eofNJCo 

st  (NJOlA 


0>>Oro»*in 
t^>*o(\i.* 


(MOT-f-O 

o-vorvjooo 
in  <Mo 


<Mf\l«-00f\l 


oorvjinN-st 


«-OtON*00 

osr  -Of- 


oos.<r(\i 
op^ogroo 


oor^vOrot^ 
Ki>oKoo>o 


inooforo 


>*vOoo>»>* 


o«— stirvvf 


"-OCOfVJO 
sJfSjT— fNJU-l 


"c 


ID 

oe 

^3  t- 

O;  CQ  Z  LU  Z 
<  CO  O  CO  — 

— iacz<a£ 
—  <~z_i 
ac-i-iOO 
ooooo 


O  C3  CO 
0£>-ZZO£ 

0<»-Oiu 

o3s:i-> 

Z  Z  I  z 
003<< 

ooooo 


3C  O 

(—  —J 

3     lU  Z 

On  — (/>o 

Ku-  — 
I— 3:a£Z3: 
Q^OIUZO 
<  LU  LU  LU  — 

ooooo 


00 


<C     I— >-• 
— lOCSmi- 
ULUo— ICO 

8XQZ 
OQi33 

ooooo 


>-0C0COZ 
DC  CD  CD —K 


X  (/)(/)  CO  I/) 
3<<<< 
O  LU  LU  LU  LU 


<  Z  )— O 
ZOOCZX 
1—  t—  <  —  LU 

<  <  Q  CO 


Z  LU  U 

uj>:coc 

H->  — 1-3 

i-<e«:3cD 
tuz  03: 

Q£Q£— IZO 
LU—— I— II— 

><<<  — 


<3  — 30i: 
oof— iOlu 
—  O  v»-z 

OCODZLUO 
OX<LUQ£ 

— iOQ£a£< 

LI.U.U.U.O 


z  oe 

I—  «/)  Q 
LU  LU  Z  — I 
O  OLUO 
DC— I3ZZ 
O  — 1  O  CO  CO 


o 
I- 


DCO 
LU  — I 
— 1<  UJ 
Z  — ICD  — 
O  >-  U. 
I— CD>I— Z 
U.  Z  Z<  LU 
<  <  <  LU  LU 
OCOC  OCQf  DC 
O  O  O  O  C3 


<  XO 

z— l>-<^— 
Olu  LU  U-— I 
i->_i  — — 

OOQ-IZ 

acQC  <  << 
C3C3  z  z  z 


^  — < 
c  c— • 


000000N->O 
t^«-rocooo 
(\lf\l»- 


rom-*«-o 

(\J(\J  tOfVJ 


T-OfO>0«- 
>0<\iOLn>0 

(VJ(\J<\JT-T- 


ro  to  CO  to  CO 

T—     O  CO 


CMMvOh-  — 

CO    o  m 


-OOONOh^N-     sf  (MvOlTvnO 

»-<\jroir>o  OfO-4-^ir> 


roo-oo^- 
>Ooooooro 
f\jf\if\i(\j 


•  X— • 
0><D— ' 
>l — - 
<  CD 


K>  (MO- to  CO 
K(M0OK.CJ 
C00«-0>>* 


OJOOO-* 

f\i>o«-oin 
(\10OCMn(M 


-*.*00-O«- 

o»-»-f^«- 

—  T-fMvOfO 


Oinco— O- 
«-in«--*«- 
«-(MO>inm 


inS-stost 
ooroin-**- 


oOfMOOco 

MOfOOst 


Lr> 

inor^Ofvj 


roro«-oo>» 
o>*«-ro»- 
o■o•0^n^^ 


fo— inS-o 

fOf\J«-lAO 


«-»-ooir>rvj 


men  o «— LTV 
orn  in  s}-— 
oo>oro(M 


—  fM«—  »-T-»-(Mf\J     »-«— (M     «-     «— «-     •-«-         »M»-«-K>  »— PU «—     «— ^(Mt-<M 


—  (0  4-" 
(A  I—  <0 
41  DC 


OOOO  —  OO 
t^>»0->000 


5f 


^o<Ml^\>^■oo 
OOcn-Oin 


r-^-o-into    vt»-fMO«—    o  OKI  00 00    oor^vO^OK)    •ooorooo    00O-(m«-O-    <mocooo«-    oo-oco«-    O"— »-  coo    «-ro-*t>.m  «-oooo^o 


vOKlfMOO 

stfNjoorost 
o»-roor^ 


cM«-rjo> 
f\joOinfM> 
tMinP- — *e 


>OOeo«— CO 
ro>00o.>0 

OlA^00«— 


LTiiMinorvi 
OOKlP^S-O- 
fMCMO-roo> 


roroh-h-    T—    (M(MN.  00 


O  O     CO  CO 


o^fMinfo 
o— «— fvj^O 
(M -0*0 -Ola 


0>«--Oino 
fO-oooroo 


OOnOIMU-i 


O-O  — N-LTV 

eo>*roooin 
hO^OLn— L/> 


-«-eo-*to  in 


fMsOLTlOO 
>J-00Ost  «- 
fOt<lro>oo 


>i-Ooo^ro 

«— (M  o  st-O 


•Os*    «-fM    (Min  00 


"8 

(A  4) 
(A  3 
«>— > 
(A  (O 
<A> 
< 


ooooin 
oooola 
coinor^o 


ooinoo 
ooooo 
oola  <M 


ooooo 

<r-0000 

totOstroN- 


ooooo 
inorooo 
in^(MK)0> 


ooooo 
ooooo 
>-ooooo 


ooooo 
oo^o^om 

00«-S-(M 


ooooo 
ooinorg 
O  CO  CO  o 


ro  ooooo 
o«-oom 

Ov»OOI^ 


>j-oooo 
ooooo 

N-Li-l  — OO 


ooooo 
oN-rOvj-o 

LTI  ooooo 


ooovoo 

OOOON- 
•-KlOOvO 


fO-ON-Ovt 

K-mir>o«- 
roir>oo>OM 


oooooroo 
ooo«-«— in 

>1-0>0(MO 


vooor^o 
Oinr--vrsr 


OOfMroo 

(MKls*  ^0^- 
t^fM-4•(M^0 


N-OinKlfM 
(Mf\l«-K-'0 
t-^OOCuKM 


Ooot^rocj 


r^co-o-oo 
rONj-toinr- 

vO«-0000 


•0(MvOS-«- 

r^inr^i^o 


V*  infMroto 
in-OOinin 
F.«-ro(M»- 


00  S.  potest 
s*«-O00«- 
<OroOinco 


N*Oin>oco 
00  00  (MO 
>*OfVJ«-vO 


00«-(\JfO>0 
LTt^— Lnoor-^ 
Nj-int^in 


(M>orOsf  S- 

(\J  -J-(MO 


min«— CQO 
vi-0ro-0«- 
in«-«-o«- 


invOK)l^ro 
^N-iMinin 


^r|00^00 
0(MOroro 


inN.(Meo«- 
co -J  in  St  in 
«-  (MO«— 


stooOin>o 
—  h-'-fO-i- 
vO'-foS-Ln 


(MOO  rococo 
>0>Cinof^ 
o       ■— o 

(M  «- 


o-*ooo 
ororost  o 


in«-oooo 
inO(M>i-o 

>!•«-  fNJ 


C 


o 
t— 
o: 


UJ 

z  z 

:  z  </j< 
icoaE:3 

•3<<t 

I  o  ou 
:<<< 


>- 

Q£t— 
O  3  CO 
DC  00  DC 
O  CO  LU 


LUU 

>z 
O  — 
O  -1 
Z  DC 


:  o 

:o  DC 
:-iQ  O 
:ujz  CO 

)  — <-ILU 

lu — lO— I 


3Z(^Z 
OQOlUQC 
3>>-< 
<<C<CD 


Q  0£  tai- 
l—DC LUZZ 
LUOZ— O 
^U.  O  -IZ 
OO— I— I— I 
II I II I  II I  II I II I 
frt  rrt      rf\  rrt 


o 

I-  < 

(/I  O 
>-  Q>-  — 
LUZDC— IDC 
— I  — <OCUJ 
^— IZIU— I 

DC  oca:  >  —I 

LULU  LULU  — 
GQ  CO  CO 


o 

8 


zo 

ODC 

i-O 

(/5  u.  L  

^OOZO 
O  Z  I—  (^  CD 
<<-l3X 
-l-lOOO 
m      fo  ro  ro 


ai  ►- 

ZLUOC< 

o  O  ocuj  3 

OCI— I— I— lU 
0(/)Z(/)t3 
u  1  — 3  Q 

X>-<LU  — 
OOO^t^DC 
CO  yift 


o  z 

-I  o 
ziu  o  I- 

0—  Z  C3 

1—  u.  <  ZZ 

^^_i  — o 
OO  ^  — II— 
OOoocz 


UJ  Oz 
-I  ZOZ 

(/IQCLUI— < 
—  LU  — I— I  Z 
— IXKOCI- 
DC  DC  <C<  < 
<<ZZZ 
OOOOO 


DC  — 
O  LU  li-lU 

u.  DC  DC  q:iu 

(/)  — LUUJQ. 

Zzi-i-O 

_IC0C0(«O 


ooooo 


^  — ' 

C  C— ' 
(D-— •— 
DC  CO 


•  X— ' 

otto—' 

>>-■- 
<  m 


o-Kiinoi/^    ooo-h-aa    h^m-^<oio  o>>j-    inoo  o  ^Oh-    »-^ian->o    >— r^o-^tn    oo>o>«-s.    o-o^-orj  ^Ov^u-v 

<0oo»-0>>0    00<O>»toin    o>Ln<>    &>    «-vtO>«— o    Fw(moo>>0    i/>oo^~»m       «-rjrooo    r^<oeooom    •-orj-O'-  f^ooo 

(NI     <M«-«-  CVJ     f\l(NJ     <M(M<NJ     <M         CVI"—     «—     (NJ     (\J  «—  fM         (M      »-«-  »-(M         K>«-f\irj     C\J  <M 


o-coocoo  lAvrr-ou-i 
ooorofo^  oo«-«-»-»- 


O>K>0000KI     h-KI'-^KI     fOO>Or^O     S-S.0<0(\l  O-J-OU-l-O 

<0<MtNJir>o>    in -4- o.    CM    f\j-o«-«--4-    «*vj-&>>o(M  ir>«--ooo 

—  '  -i;-  ^tOO'O'-rO 


oS-o 


I'-'-fNJ'-     1— f\J^  ^  ^     (Nl^^^«-     m»-(M^»-  Kl  •—  ^  >— 


Kio<io  roromo>o>  Kioooeo^o  kiokit-t-  OT-in-*«-  (MoooinN. 
o»-o-tooo    00  ro  00  (MO    OinrvjT-o    co«-o«-^    "---o-cmoo  o  oo 


CO-OK-F^CO    i/>K>>ooo«-    o  o 
ro«-«-oorj    ooo><oo>  oooirv 


0£  «- 


LI  0) 
JH-  O 
:  O  «- 


(M'-OO-OfM 

u-iorvifMO 

r-fM  >-(SJ 


in«-0>fM 


oof\Jin«- 
OrocviS-o. 


fO«-O-^00 
O  O  O-  L/^  o 


rofM    r>.rj       «-  «-«-ia 


>OOfMp>-4- 
OOO^vJ-O 


Oh--00~00 

•.»r>-iAi/>«- 
o,o>F--j-o 

(\jro«-inf\j 


«oo«- 
-Orooo 


"8 

(A  3 

a,—. 

U)  (0 

<fl> 
< 


ooooo 
ooooin 


ooooo 
ooooo 
eo^co<oo 


inoomo 

OOOOt-K) 

(NiOvtoom 


ooooo 
ooo<o«- 

r-OOU-ll-OO 


O-J-OOO 

Ovt  u-loo 


vtoootn 


O-OOOO 

Ofoinoo 
ooN-ojinrj 


OOOfMO 

oooinin 
r-flOfMOin 


oo«-oo 
ooooo 

<J-0--0'^ 


fvjoo 
r~-oo 

(MfMOO 


O-*C0«-C0 

<ooomroo 
^o  o  rjfNj 


K1-4-N-O00 

roin<oa5N- 
Oir>o«-sO 


(MLH  ooN-eo 
OO-vtOvO 


^o»-«-co 

N-«->0<00 

(\jo  irvro  -J- 


(MfMvOOvr 

r--OKlNO(M 


inm>Oinin 
t^ojT— cor\i 
ooooinoo 


T-C000h~ 

r^ir>-oooo 


«-v»0K10 

mvo«-oS- 


o^rvj^o-o 

OvJ-O-J-O 

-4ineom(M 


in«-0 
-j-ooo 


fM-4-fvjror'i 
OKI  LTV  in  fM 

vtfo  euro 


OC  <  UJ 

Oz  u 
00  u  o 
Ot/>3E3e  — 

tt:  o  —  o  Qc 
3ZQCI— m 
ac>->-a.x 


0-4-hOO»- 

ininfOh^M 
o  «-«-o 


«  -I  < 
u-  (/)  O  3: 
UJ  m  a.  Lu  m 
^  _i  — IOC  q: 
<<<<< 
33333 


ON- room 

OfMfM-OO 
OfM 


0:3  Z  _!(/> 

QC    </)  >-  m 

<<<<UJ 

33333 


O'- <os.ro 
m>o«-roo 
invj-  (M(M 


to  _i  _1X  I 

LU  U-  LU  *t 

_l  _]  Q  H 


ooroKI-*-* 
(Mvi-oeoo 

«-fMN-  fO 


O  — I  u 

—I  LU  O 
LU  —  — • 
•->-U.QS>- 

u-Qcocoo: 

8 m— ■urn 
3  Q£  OCO 
OS  UJ  Q.  I— 
COZCOMI— 


</)</)</)(/>(/) 
1 1 1 1 1 1 1 1 1  1 1 1 1 1 1 

33333 


0000O»->f 
inON-^O'O 
inoo  fM 


v»r-^«-ino 
O^OOCMin 
>oo8oo 


</)</)</)</>  W) 
UJ  UJ  LU  UJ  UJ 

33333 


</)</)  00  >-  < 

UJ  UJ  UJ  UJ  3C 

33333 


)—  00  -JZ  u 


ootMoinfo 
fMKio<Oin 

K  KI«-0 

«-rvj 


t—    a.  UJ 

(/>QfO  I— 

uJOacz</> 

Z(/>ZQCUJ 
U  Q  I—  3<-) 

zz  z  CQ a: 


33333  33 


5SS 


»-^o 

00  (MS- 
v»-0 


Z<1- 

1—  z  3: 

0£  UJ 


C  C— ' 
<D-— •— 
Q£  CO 


•  X— ' 
0)(D— ' 
>!-  — 
<  CO 


ino  t — *o 
ininr^oo 


-*OS-fMfM 
>tOM(M00 


t^toooroo 
fMOo^oin 


oooinoro 
roinKifOvO 


omfM>*to 
rom<o<Oin 


0OfM>*«-(M 

K>«-ro(M 


m>*fMeooo 

<0'-CO^fM 

co-4'm>0(M 


K>om« — * 
roooooin 
fM«-»-ro 


00  in  eg  in  «— 

O^<00Q«— 

CM>i-roeo«- 


CJOOtOO 

inroo  in 
^     «-  fM 


OOinfMvQ-4- 

ino*4"'Oin 
in<OKiv}-»- 


(M>OinS-fM 
«->OfMN-0 
«-«-fM«-fM 


fMvJ-OOOO 
OOtOS-Kl 
h--J-fvJ^K) 


tMO-*fO»- 
>l-|>0OOO 
fM»-K>fM 


0<00in0 
fMfMKIOOO 


s-roor^o 

OfO-OO-C 
N.in»-S-S- 


>tin«-roN- 

«-  fMT- 


joo<ooo 
jMooro 


OOOfMO 

(MrO"-  «- 


oo«-mt>^ 
infMro«j-o 
o^Oininin 


fM     >—  fM  > — *  >—     »— T— >—  (M«-«- 


«-«-fM»-fM  r-hO«-'-fM 


T3  X  «< 
(0  *^ 
«)»—  <0 
4)  QC 

oe 

(-  — ' 
41  « 


»-Ov*00»- 


fMOOS-O-O 

oor^oo>* 


OfMN-OOS- 

oo«-hom 


OK<0<00 
OtMf^^O 


0>ON-00 
coin«— ino 


OOfMhO 
OO-OOfM 


0)  3 
«J— ' 
(A  (D 

< 


Ovj-^fMO    rotoooo    «-Ooo«-    t^-j-oinvT    00000100  «-fM0O«-K 


OOfMN-O    oh-«-«-«-    «— OCOfMO  r^inoo«- 


•-0000 

fM(Mr^in«- 

S-fMfO-J-S- 


infOvj-oo«- 
oooto«-r^ 

«->*0OfM«- 


OKe-^l-O 
inr-N-OO 
fMfMOtO-4- 


infMOinin 
roinK>fM«- 


vTinfMsOO 
•j-«-oorOfM 
inOfMO 


vTOS-OvO 

«-^fM«->f 
Kl-O^tOO-* 


in^oOOOO 
OfM  CM  in  00 


in«— (Min^O 
>00.0oo<0 


00O«-O»- 
OfMinoro 
fMininOfM 


■OOvi-T-r^ 

OfMOfM-O 
fO.OS.vOfM 


oot — *»- 
T-oorofM 
0<0»-fMvj- 


«-      KIOfM     vOfM-*»-tO     CM  «- 


•-•->*in»-    fM^    «-ro  s-T-vOT-fM 


OOOOO 
OOOOO 
inOOfMCOfM 


OOOOO 
OOOOO 

rovj-iOT-fM 


OS-OOO 

ininrooo 
«— eo«— oo<o 


ooino 

S.OfM«-0 

roS.>i-<r-in 


OCMOOO 
OOOOfM 
>4->J-0«-T- 


roinooo 

OQCMOOO 
vOvOCMOin 


OOOOO 
ooroooo 
cooeovi--* 


000000 
ooooo 

vJ-Ot^OfM 


ooooo 
oooino 

OCMCMvO«- 


00000 
rooooo 
«->o>oroio 


OOCMOt- 

inOfMvj-co 
S-vOOOO»- 


ro  00010 -O 
^tfooins- 
inS-s-.*-.* 


^vtoo«-eo 

>OfOfM-J-00 

mrotoos- 


oS.ro  in  S. 
roS-Oinin 
K«*fM>*r^ 


eo(M(Mrv..o 
vj-oinot^ 

vJ-.-S.00O 


Oin.— 00 

>t  COrOCMfM 

ros-roooo 


o^-u^rooo 
inoinino 
vj-ot^inin 


«— Ofvi«— in 
v0-*0.-v0 
l^«-CMOrO 


OinfMinfM 
r^fMr^roro 
oinin«— S- 


>ocor>-oo 

OfM-vJ-fMO 

ro>o<oo-j- 


.-roro«-o 
OincoinO 
vOroeoOfM 


>*- rooooo 
fM«-ororo 

fM  fM00«- 


eor«-ooin 
oOt-Ot- 
cMior^<-vi- 


fM»- 


0000  vO  in 
in«— r-^-j-ro 
in  «- 


inroooo 
■O^J-N-'-rM 
»-r^o  CM 


inf — jovo 
vOinincoro 
ino«-Nt.- 


fMinO"— ro 
r^S-oooo 
o  ro>*«- 


(\JO-OfMro 
moo  in  CO  ro 

>l-CMCMfMrO 


«-Os*t^oo 


rocMroroo 

»-000>OCM 

roro  fMO 


>OinPvJOsr 
roeOr-CMO 
o>-o-*io 


c  001 


U      C/)  z 
(—  — 


Z  OCl. 

<>->- 

0.0.0. 


UJ  z 
(_)  — 
z> 
—  o 

a.  o. 


>-_i< 

zoz 
—  z  >- 

O  Of 


X  UJO 

01-  »-z 
zOuj(/)< 

— 'COOCLU— I 

oOujz^ 
<3:  >  00 
lu  UJ  UJ  O  O 


r-  O 

Of  I-  -I 

O  >-</)  _i 
Q.      UJ  — I  UJ 

v:  UJ  — J  <c  00 
033>-i« 
00003 

Q£  Q£  QCQC  Of 


a  I- 

Z      (/>  < 

— lUJ  O  0>— 
t-_13>  — 


00 

UJ  < 


UJQC>- 
—  O  UJ 
U-CO  — I 

11-01:01: 


33-1 
COCO— • 
</)(/!> 
3ujo£ 

UJI—  UJ 

</></)  t/> 


>- 

UJ  z 

-10 

Ql— 
<tQ. 

< 

H-  t— 

</)(/) 


LU  Q 
U  -J 
O  ^  LU 
—  U  — 
q;  — .Of  Li. 
CO  3UJ  U 

zzuz 


C3—  Z  < 
ZQCO 

—  00  ac: 


10 


(/)(/>(/)(/>  (O 


UJ  a 
o  z 
o  < 
—  >-— I 

0£  Of  OCZ 

00  3  LU  O 

01  CD  Ql— 
3  Q  Z(- 
1-333 
(O  </>  O)  00 


I-  Z  >-  Q 

O         O  o:  — IQ 

O  Z>-  31UZ 

CO  O  UJ  CO  —i  UJ 

o.  1—  _i  CO  u-  00 

Z  ZQ.^(/)Z 

<  3Z3Q.3 

3  <  LU  LU  O  O 

I/)  t—  I— »—  t— »— 


c  c— • 

Q£  CO 


•  X— ' 
0)<D— ' 
>l — - 
<  CO 


r^CMvj-oin 
.or^r^fMro 

«-T-»-CM 


in  rooooo 
s.eor^^o 

0-J->*<OCM 


eOvOCMrot^ 

0«--*  OvJ- 
fM«-»-CM 


«— fMfMCOO 

oogooroo 
O-oinrotM 


§.-000  CM 
roovj-eo 

»-  rOCMCM 


»-u^eo>Oro 
fMoeOinro 
^.or-~«-o 


^»-(Mr^o 
vOOfMroin 
fM«-ro 


vOOCM.-«- 

orofMOO 
•— S-u-ivi-o 


inor^fMO 

CMCM^»-0 

rofMroro 


f^>»-s-.-r^ 
^OinrvJO 
<o<o«— r^oo 


fMS-vJ-fMfM 

ros.r-ino 
«-  ro 


^fMr^-voo 
CMOO-Oin^*- 

-OC0fM«— CO 


00  CO  00  in  00 
-4->*-S.inS- 

«-fM  >— 


COvJ-T-fMO 

or^inovO 
»— ino«— vi- 


vos-voro  CM 

>l-OCMrOCM 
CMCM.- 


oinOvi-»- 

0»-fMfMS- 
fMrOfM-OS. 


ooeorovooo 
incM^i-r^o 

T-fMfM  ro 


inrovtoro 

rOfMvOOQO 

infM«-eof^ 


fMCMOOrOT- 

cMvi-oos-r^ 

CMCM 


ovOfMOin 
invooooro 

CMt-OO-J-O 


Ot^CMOOO 

•-fMf^Nj-T- 

•-.-fM«-ro 


fMr-vOvl-O 

rv-inOoOfM 
>0>00inv0 


»— «— T— fM     «— rsl      «— »—  »—     fMCM     CM  «- 


CM.-«-CM«-     fM»-«-»-(M  >— 


"a  X  «) 

'•-  CO  4-> 

Mr-  CO 

4>  OC 

oc 


oorv-oofMS- 
«-CM00«-ro 


inoot^ro-* 
roT-T-ooo 


vo  rooooo 

0«— vO^fM 


r^fMin-*.- 
^r-ro«-»- 


fMinfMr^oo 
OOoOvOin 


r-v-roofMvi- 
e0inos.in 


00  OfM  00  000.-0 


in  00  vi- 100 
»-rorooo«- 
fM>-«— 00 

<o""'-""'-'oo"ro"' 


OooorofM 
0«->a-l^v0 
»-fMr^ot^ 


O  roro  coo    o-ooinfM    eO'-oo»-    coo  O    o    •— OfMfMfM 


inroroocM 
CM  in  vO  000 
inO  orv- 


oooco»-  oorooin 


vl-fM^OO 

romrooeo 
<OfM»-oin 


roroT-u^r^ 
.-in«-roro 
o  fMS-ro 


oogooo 
in^OS.O-O 

Ot^OOfMvJ- 


o-o»-r^fM 
rorv-os-fM 

OOOOfM 


rorof^cMCM 

fMOOS.CM 
CM  fM  OS- CO 


OvOOrooo 

OininS-vi- 
in>Ovi-«-ro 


roinu^oin 

SoooinfM 
U-l(MO>l- 


inooooro 
roio^«-K 
vTfMfMroin 


T-rO-OCMCM    vi-v*    roin    rOfM    fMfM    infM    ro«—  cmcm^-o 


"8 

0)—, 

M  (a 
< 


oinooo 
oorooo 
r^rooinro 


r^oor^o 
sSSfMrofC 


ooooo 
ooinoo 
r-v-roin«— «— 


ooooo 
ooooo 
invO>j-oo 


OOOCMt^ 

ooo.*in 
ro«-s-oo 


ooooo 
ooooin 

OOOOfM 


ooooo 
ooofMro 
vOcOvOO>i- 


ooooo 
oorooo 
r»-ro>0«— in 


ooooo 
ooooo 
r^rv-o>i-vO 


Oinooo 
oroooo 
(Moeoro-o 


000000 

T-OOOO 

inino^O*— 


vOfMCOOfM 

vi-cOrOinfM 
r^OvO»-«- 


OoOS-vj-in 
rv.00in>OfM 

<r-«-vtS-vO 


S-fM.OrOin 

fMv000«-O 

cot^rOT-o 


vOh-OOO 
T-o«— r^in 
vt«-vtfMro 


-j->f  cocoro 
fMvOror^o 

fM  OOOOfM 


vOfMCOr-v! 

inorofMO 


fM»-rOvOin 
<orv.inrOvO 
s-rv-ooro 


-*oro>f  o 
. — i-ovOin 
rol^fMOvi- 


»-inS.»— o 
oocos.roo 

fMvO«-000 


in«— ororo 
ooinoro 
roroOvOin 


incorOvOvi- 
fM«-roooo 

fMvOCMinO 


infMOvOfM 
O00v0ro<0 
fM»-»-fMin 


Orooor-^ 
T— fM«— vOin 
CM  00  roro 


t^>OfMinro 
-O"—  ins- 
in  fM«- 


r^rooooro 
r^ro«-ovj- 
roin 


s-ofMc6od 
rovOro>!»- 


fM«-o«-rv. 

O-OOO"- 

«-r^«-vOS. 


or^OfMoo 
•-ocor^ro 
-OfM  ro-o 


OvOinoro 
•-O-OOOO 
0>l-  00 


Ovl-OOfM 

roooor-- 
rorocMvo 


fMS-OO^ 

SoOfMinvO 
ro 


"E 


8  3 


0  o 

LU  <ZCO 
(/I  Z  Z  LU  LU 
00  — 3-1 
OC  O  OC  Z  O 

_i  z  cc  t—  o 

LU  LU  LU  LU— • 


—  o  >- 

LL.  )—  00c 

LUUJO£3</> 
_l  —I  O  CO 

a  a  u-  — J  — I 

OO-J-I— I 


-I  3 
— 'ZlUZtD 

>ooo< 

_J  t—      CO  I— 


—  —000 


o 

I— 

C9 


>-3: 

QCtO 

>-iu< 
UJZ3 
OCO      I-  ^ 
LUUK-ZU 
I—  I—  z<  — • 
z  z  33:  »— 

ooo<< 


OQCQC 
OC  O 

Ozmz 

LI-  —  _1  LU 

Z3:<q:— I 
<coa:<< 
3:<cnz(/> 
o 

UJ3333 


t-  I/) 
DC  Z 

o  < 
a.  o 
>-  >-  ^< 

OCOCZ— I 

33003: 

CD  CO  t—  u- 
333QC0C 

UJIULUOO 


83 


QC  LU 
DC  O  —  CJ 
LU  CD  U-  Z 
>UJ^«Z 
O-lOOO 

Qi-0<r- 
Z)-  luol 
<<coa:z 


O  a:  —  —I 
CD  CD  u-  z  _J 
z  X  z  O  UJ 
I-  r- 1— I—  3 
q:  Q£  ofo:  Qc 
OOOOO 


Q3  CO 
Q-JZZ 
QC0<< 
3      Z  LU(/> 

O  «t  <  Oit- 
ZOOOO 


O  Z  t-  00  z 
u  1  X  <  -I 

X  <  <LU  LU 

O  a.  CV.  CL  Q. 


o 

-I  Zt- 
LU— I  <  CO 
^UJ  zo. 
Ooc  t/)  — 
a:uj    OL  _i 

00  a.  3  LU  — I 

Z  o.  r-— • 

LU  LU  LU  UJ  Z 

o.  o.  o.  o. 


CfTY  &  Tovyn,  March  1 991 


Division  of  Local  Services 


FOCUS  continued 

From  FY82  to  FY90,  in  current  dollars,  the  statewide 
median  average  single  family  property  tax  bill  in- 
creased by  55%,  from  $973  to  $1,504.  However,  in 
constant  dollars,  which  are  adjusted  for  inflation,  the 
statewide  median  average  single  family  tax  bill  in- 
creased by  only  5.8%,  from  $973  to  $1,029. 

From  FY82  to  FY90,  in  current  dollars,  the  statewide 
levy  increased  by  47%,  from  $3.04  billion  to  $4.5 
billion.  However,  in  constant  dollars,  which  are 
adjusted  for  inflation,  the  statewide  levy  only  increased 
by  .6%  ,  from  $3.04  billion  to  $3.05  billion. 

The  change  in  constant  dollars  demonstrates  the 
relatively  small  increase  in  both  actual  property  tax 
bills  paid  by  single  family  residential  property  owners 
and  actual  purchasing  power  provided  to  communi- 
ties through  the  property  tax  levy. 

NOTES 

The  data  in  this  FOCUS  were  developed  by  1) 
selecting  those  communitiesforwhich  complete  data 
on  tax  rates,  single  family  residential  property  as- 
sessed valuation  and  parcel  counts  are  available,  2) 
dividing  the  assessed  valuation  of  the  single  family 


residential  property  in  each  community  by  the  num- 
ber of  single  family  parcels,  and  3)  multiplying  this  av- 
erage single  family  assessed  valuation  by  the  appro- 
priate tax  rate  for  each  community. 

The  table  lists,  by  community:  assessed  value  of  all 
single  family  parcels;  number  of  single  family  parcels; 
residential  tax  rate;  average  single  family  tax  bill;  and 
statewide  rank  in  size  of  bill  from  high  to  low. 

This  FOCUS  presents  FY90  data  for  323  communi- 
ties. 

For  those  ten  communities  with  residential  exemp- 
tions, it  is  not  possible  to  calculate  an  average  resi- 
dential tax  bill  that  reflects  the  effect  of  the  residential 
exemption.  It  is  important  to  note  that  the  exemption 
does  lower  the  taxable  value  and  therefore  the  tax  bill 
of  taxpayers  qualified  to  receive  it  in  those  communi- 
ties. 

Listed  below  are  communities  that  adopted  residen- 
tial exemptions  in  FY90,  the  amounts  of  these  exemp- 
tions, and  the  impact  on  the  tax  bills  of  taxpayers 
qualified  to  receive  a  residential  exemption  (amount 
of  exemption  X  residential  ta<  rate/1000): 


COMMUNFTY 

RESIDEIsmAL  EXEMPTION 
AMOUNT  AND  PERCENTAGE 

IMPACT  OF 
EXEMPTION 

Boston 

$36,223 

(20%) 

$306 

Brookline 

$57,000 

(20%) 

$815 

Cambridge 

$56,582 

(20%) 

$538 

Chelsea 

$30,200 

(20%) 

$245 

Marlborough 

$14,700 

(10%) 

$145 

Nantucket 

$63,972 

(20%) 

$275 

Somerset 

$13,000 

(10%) 

$130 

Tisbury 

$44,955 

(20%) 

$367 

Waltham 

$44,200 

(20%) 

$360 

Watertown 

$22,600 

(10%) 

$248 

Average  tax  bills  by  community  for  FY82  through  through  the  On-Line  Access  System.  Contact  the 

FY90  are  available  from  the  Municipal  Data  Bank  in  Municipal  Data  Bank  at  (617)  727-2300  for  more 

report  or  diskette  form.  These  data  are  also  available  information. 
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Division  of  Local  Services 


CITY  &  Towim,  March  1991 


ON  THE  HILL 


The  foltowing  is  an  update  of  recent  legislative  changes 
relating  to  local  government. 

Chapter  210  -  Eliminates  the  requirement  that 
towns  and  districts  must  obtain  town  or  district  meet- 
ing approval  for  routine  revenue  anticipation  borrow- 
ings. These  borrowings  may  now  be  made  upon 
approval  of  the  selectmen  or  the  commissioners. 

Chapter  275  -  Provides  to  cities  and  towns  general 
statutory  authority  to  establish  one  or  more  revolving 
fund  for  use  by  one  or  more  municipal  agency,  de- 
partment or  board.  Expenditure  from  any  such  re- 
volving fund  is  not  subject  to  further  appropriation; 
however,  a  limitation  on  the  total  to  be  expended  from 
such  fund  is  to  be  set  annually  by  the  municipal 
legislative  body. 

Chapter  280  -  Eliminates  the  requirement  that 
school  tax  rates  be  calculated  and  appear  on  prop- 
erty tax  bills. 

Chapter  281  -  Permits  a  municipal  tax  collector  to 
request  the  board  of  assessors  to  abate  tax  bills 
where  the  amount  collectible  is  less  than  $1 0.  Upon 
such  a  request,  the  assessor  is  to  abate  and  certify 
the  abatement  in  writing  to  the  collector.  Such  certi- 
fication removes  the  collector's  obligation  to  collect. 

Chapter  297  -  Permits  municipalities  to  include 
betterment  assessments  and  special  assessments 
(water  rates,  sewer  use  charges,  etc.)  on  preliminary 
tax  bills. 

Chapter  336  -  Extends  the  motor  vehicle  excise  ex- 
emption granted  to  former  prisoners  of  war  to  surviv- 
ing spouses  of  deceased  former  prisoners  of  war. 

Chapter  340  -  Delays  implementation  of  statutory 
changes  pertaining  to  use  of  repair  plates  and  other 
special  plates  that  were  enacted  by  Chapter  653  of 


the  Acts  of  1 989  and  were  to  have  become  effective 
on  January  1 ,  1 991 .  Chapter  340  also  requires  the 
Registrar  of  Motor  Vehicles  to  conduct  a  study  and  to 
file  a  report  with  Public  Safety  Committee  "describing 
in  detail  the  various  feasible  alternatives  that  are 
available  (to  implement  provisions)  including  in  par- 
ticular, use  of  a  sticker  system..." 

Chapter  356  -  Modifies  the  regional  school  budget 
process  when  a  majority  of  a  district's  member  towns 
do  not  approve  the  original  budget.  In  such  a  circum- 
stance, after  the  regional  school  committee  has  re- 
considered its  original  budget  and  presented  a  revi- 
sion to  member  towns,  that  revised  budget  becomes 
effective  only  if  a  majority  of  the  member  towns  af- 
firmatively approves  that  budget  within  45  days. 

Chapter  368  -  Eliminates  the  requirement  that  a 
temporary  municipal  officer  appointed  to  fill  an  elected 
position  be  a  resident  of  the  city  or  town. 

Chapter  404  -  Empowers  school  committees  in 
employment  contracts  with  school  superintendents 
to  provide  for  fringe  benefits  and  other  conditions  of 
employment,  in  addition  to  providing  for  salary.  The 
statute  offers  as  examples  of  the  kinds  of  benefits  and 
conditions  which  may  be  negotiated  in  such  con- 
tracts the  following:  (1)  severance  pay,  (2)  relocation 
expenses,  (3)  reimbursement  for  expenses  incurred 
in  performance  of  duties,  (4)  liability  insurance  and 
(5)  leave. 

Chapter  490  -  Permits  the  Commissioner  of  Reve- 
nue to  authorize  assessors,  upon  application  to  the 
Commissioner,  to  grant  abatements  under  Chapter 
58  sec.  8  for  paid  taxes  in  limited  circumstances. 
Such  authority  may  be  given  only  in  cases  of  "obvious 
clerical  error,"  and  only  for  the  three  years  immedi- 
ately preceding  the  year  of  the  assessors'  application 
under  this  statute  to  the  Commissioner. 
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Division  of  Local  Services 


DOR  CAMA  AND  TAX  ADMINISTRATION  PROGRAM  NEWS 


A  future  issue  of  CITY  &  Town  will  feature  an  update 
on  the  developments  in  the  Department  of  Revenue 
Computer  Assisted  Mass  Appraisal  (CAMA)  system. 
CAMA  is  currently  installed  in  59  communities  rang- 
ing in  size  from  400  to  17,000  parcels.  Continuous 
training  and  support  is  provided  at  no  cost.  There  is 
no  limit  on  the  number  of  parcels  or  terminals  that  can 
be  configured. 


The  Division  of  Local  Services'  CAMA  Unit  is  now  field 
testing  a  new  feature  that  will  help  local  officials 
administer  and  collect  motor  vehicle  and/or  boat 
excise  bills.  This  feature  can  be  added  to  a  commu- 
nity's CAMA  system  at  no  additional  cost. 


An  MS-DOS  version  of  CAMA  will  soon  be  available. 
This  version  is  highly  suitable  for  laptop  data  collec- 
tion/updating or  for  automating  single-user  offices. 
Low  cost  licensing  will  be  available  soon  for  any  new 
installations. 

In  addition,  extensive  changes  to  simplify  the  moni- 
toring of  account  status  and  to  streamline  quarterly 
bill  collection  have  already  been  implemented.  These 
and  other  enhancements  will  be  tested  and  installed 
in  May. 

Please  contact  David  Davies,  Bureau  of  Local  As- 
sessment (617)  727-2300  for  more  information. 
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DEP  PROGRAM  OFF^s/^^LE 
TOOLS  TO  LOCAL^|lCk!!S^% 


The  Massachusetts  Department  of  Environmental 
Protection  (DEP)  is  offering  many  communities  ac- 
cess to  a  mapping  system  that  can  help  local  officials 
with  tax  assessment  and  land-use  planning.  DEP's 
Wetlands  Conservancy  Program  (WCP)  protects 
wetlands  by  mapping  and  registering  them  statewide 
and  placing  land-use  restrictions  on  them.  WCP  is 
located  in  the  Division  of  Wetlands  and  Waterways. 
Wetlands  are  a  precious  resource  because  they  pro- 
tect water  supplies,  support  fisheries  and  shellfish 
beds,  provide  open  space,  and  protect  homes  from 
floods. 


of  charge.  LdiwI 
identify  land  and 


rs  can  use  these  maps  to 

% 

Towns  can  have  their  tax  maps  compiled  onto  WCP's 
orthophoto  base  maps  to  produce  a  map  of  parcel 
information  that  is  photo-based.  Information  could 
then  be  digitized  from  this  product  to  create  compu- 
terized representations  of  parcel  boundaries.  Digit- 
ized maps  and  associated  data  can  be  used  for  mass 
appraisal,  planning,  and  infrastructure  management 
by  towns  with  computer-aided  drafting  or  Geographic 
Information  Systems  capabilities. 


WCP  maps  wetlands  in  many  communities  at  onetime 
using  medium-altitude  aerial  photography.  Two  types 
of  products  are  created:  color  infrared  photos  at  1 : 12000 
scale  and  black  and  white  orthophoto  maps  at  1 :5000 
scale  on  which  wetlands  are  delineated.  State-of-the- 
art  ground  control  ensures  technical  accuracy  of  the 
maps  and  because  several  communities  are  mapped 
at  once,  the  cost  of  the  maps  per  town  is  greatly 
reduced.  Using  local  assessing  records  and  maps, 
WCP  compares  wetlands  areas  with  assessed  par- 
cels. Landowners  with  property  containing  any  part  of 
a  wetland  1/2  acre  in  size  or  larger  are  notified  of  the 
proposed  restrictions  by  certified  mail. 

In  addition  to  identifying  wetlands  for  communities, 
WCP's  comprehensive  inventory  is  valuable  for  land- 
use  planning  and  tax  assessment.  Through  the  regis- 
tration process,  WCP  creates  a  number  of  valuable 
products  for  local  officials  in  the  subject  communities, 
including  maps  and  data.  Once  wetlands  registration 
is  completed,  each  community  involved  receives  a  full 
set  of  accurate  black  and  white  orthophoto  maps  free 


WCP  wetlands  data  is  entered  into  the  Massachusetts 
Geographic  Information  System  (MassGIS),  where 
towns  with  MassGIS  access  can  obtain  it. 

The  photos  and  maps  without  delineated  wetlands 
are  still  valuable  tax  assessment  and  land-use  plan- 
ning materials .  The  color  infrared  photos  and  orthophoto 
maps  are  available  for  purchase  at  the  cost  of  repro- 
duction. The  Wetlands  Conservancy  Program  has 
completed  aerial  photography  for  the  following  com- 
munities: Acushnet,  Boston,  Braintree,  Brookline, 
Chelsea,  Cohasset,  Dartmouth,  Everett,  Fairhaven, 
Hingham,  Holbrook,  Hull,  Lynn,  Maiden,  Marion,  Mat- 
tapoisett,  Melrose,  Nahant,  New  Bedford,  Quincy, 
Reading,  Revere,  Saugus,  Somerville,  Stoneham, 
Wakefield,  Wareham,  Westport,  Weymouth,  and 
Winthrop. 

Assessors  and  other  municipal  officials  are  encour- 
aged to  contact  Karen  Walsh  Peterson  at  (617)  292- 
5908  for  more  information  about  this  program. 


Mitchell  Adams,  Commissioner 


Leslie  Kirwan,  Acting  Deputy  Commissioner 
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Division  of  Local  Services 


JUST  CAUSE  REMOVAL  UNDER 
CIVIL  SERVICE  LAW 


The  case  of  City  of  Gloucester  v.  Civil  Service  Com- 
mission, 408  Mass  292  (1990)  concerned  a  munici- 
pality's right  to  discharge  an  employee  for  budgetary 
reasons. 

The  employee  in  question  was  a  tenured  junior 
draftsman  (Grade  6)  in  the  DPW  engineering  division 
with  civil  service  status  under  G.L  Ch.  31 .  The  DPW 
budget  initially  contained  funding  for  the  Grade  6 
postion.  The  mayor  informed  the  DPW  director  and 
other  department  heads  that  the  proposed  city  budget 
exceeded  anticipated  revenues,  and  would  have  to 
be  reduced  by  $433,447,  of  which  $25,000  was  the 
DPW's  share.  The  DPW  director  eliminated  the  Grade 
6  position  for  a  savings  of  $18,000. 

The  employee  received  notice  of  "separation"  effec- 
tive July  1  St.  The  reason  given  was  "lack  of  money,  as 
caused  by  budgetary  constraints."  (G.L.  Ch.  31  sec 
39).  He  was  offered  three  other  Grade  5  or  6  positions 
which  he  turned  down  due  to  physical  limitations  and 
interviewed  unsuccessfully  for  a  fourth  position.  He 
appealed  his  layoff  to  the  Civil  Service  Commission 
under  Ch.  31 ,  sections  42  and  43. 

The  Commission  noted  the  DPW  salary  appropria- 
tion for  the  year  in  question  totalled  $327,765  more 
than  that  of  the  prior  fiscal  year.  There  was  clearly 
enough,  the  Commission  reasoned,  to  retain  the 
employee  at  his  $18,000  annual  salary.  It  noted  that 
the  engineering  division  staff  actually  increased  by 
two  positions,  an  administrative  assistant  and  an 
assistant  city  engineer. 

The  Commission  held  that  the  lack  of  funds  was  a 
"pretext,  device  and  means"  by  which  to  free  the  DPW 
of  this  employee's  services.  It  found  that  the  appoint- 
ing authority  had  failed  to  sustain  its  burden  of  prov- 
ing that  any  additional  appropriated  funds  were  for 
needs  more  pressing  than  retaining  a  fifteen  year  ten- 
ured civil  servant. 

The  Commission  set  aside  the  action  of  the  City  and 
ordered  the  employee  reinstated  with  back  pay.  After 


a  Superior  Court  judge  upheld  the  Commission's 
order,  the  City  appealed  to  the  Supreme  Judicial 
Court. 

Issue: 

Was  the  tenured  employee  removed  for  just  cause 
under  the  civil  service  law? 

Decision: 

The  Court  reversed  the  prior  decision  and  found  for 
the  city. 

Discussion: 

The  Court  observed  at  the  outset  that  a  lack  of  funds 
can  indeed  constitute  just  cause  for  termination  un- 
der the  civil  service  law.  When  a  municipality  makes 
a  good  faith,  nonarbitrary  determination  that  its  reve- 
nues will  be  less  than  anticipated,  thereby  jeopardiz- 
ing the  town's  ability  to  meet  its  total  appropriation, 
there  is  a  clear  lack  of  funds  within  the  meaning  of 
G.L.  Ch.  31  sec  41 .  Here,  as  the  City  was  confronted 
with  a  revenue  shortfall  of  $433,447,  it  experienced 
such  a  "lack  of  funds"  requiring  budget  cuts. 

In  the  absence  of  a  pretext  or  device  designed  to 
defeat  the  civil  service  law's  objective  of  protecting 
efficient  public  employees  from  partisan  political  con- 
trol, the  judgment  of  municipal  officials  in  setting  the 
municipality's  priorities  and  in  identifying  the  goods 
and  services  that  are  affordable  and  those  that  are 
not,  cannot  be  subject  to  a  veto  by  the  Commission. 

In  weighing  the  facts,  the  Court  commented  upon  the 
absence  of  any  evidence  that  the  DPW  director  had 
been  dissatisfied  with  the  employee.  In  fact,  the 
employee  had  turned  down  three  other  positions  and 
had  interviewed  for  a  fourth,  but  had  been  found  to  be 
unqualified.  Further,  there  was  no  evidence  that  any- 
one else  had  been  assigned  to  the  same  tasks  after 
the  layoff. 


Division  of  Local  Services 


CITY  &  Town,  April  1 991 


FOCUS 


DEBT: 


BACKGROUND 

The  February  1991  issue  of  CITY  &  Town  FOCUS 
examined  trends  in  communities'  annual  debt  service 
costs  and  long  term  outstanding  debt.  This  FOCUS 
follows  up  on  the  debt  topic  by  spotlighting  trends  in 
communities'  credit  ratings. 

Communities  borrowto  meet  cash  requirements  prior 
to  receiving  revenues  and  bonds  for  capital  projects, 
and  to  provide  funds  for  capital  improvements.  Mu- 
nicipalities issuing  bonds  are  usually  assigned  a 
credit  rating  by  a  major  rating  service  such  as  Moody's 
Investors  Service.  Rating  services  use  these  ratings 
to  assess  a  community's  financial  condition,  the 
community's  capacity  to  repay  the  loan,  and  the 
technical  and  legal  provisions  of  the  particular  bond 
issue. 

The  importance  of  ratings  is  evident  in  the  difference 
in  interest  rates  at  which  bonds  are  offered  to  higher 
rated  communities  (See  Increasing  Credit  Costs: 
Cause  and  Effect,  CITY  &  Town,  February  1991) 
Ratings  in  this  report  were  provided  by  Moody's 
Investors  Service  and  range  from  a  high  of  Aaa  to  a 
low  of  C  according  to  the  key  below: 

Aaa:  Bonds  rated  Aaa  are  judged  to  be  of  the  best 
quality.  They  carry  the  smallest  degree  of  investment 
risk  and  are  generally  referred  to  as  "gilt  edge."  Inter- 
est payments  are  protected  by  a  large  or  by  an 
exceptionally  stable  margin  and  principal  is  secure. 
While  various  protective  elements  are  likely  to  change, 
such  changes  as  can  be  visualized  are  most  unlikely 
to  impair  the  fundamentally  strong  positon  of  such 
issues. 

Aa:  Bonds  rated  Aa  are  judged  to  be  of  high  quality  by 
all  standards.  Together  with  the  Aaa  group  they 
comprise  what  are  known  as  high  grade  bonds.  They 
are  rated  lowerthan  the  best  bonds  because  margins 
of  protection  may  not  be  as  large  as  Aaa  securities  or 
fluctuation  of  protective  elements  may  be  of  greater 
amplitude  or  other  elements  are  present  which  make 


ON  MUNICIPAL 
FINANCE 


Credit  Ratings 

long  term  risks  appear  larger  than  in  Aaa  securities. 

A:  Bonds  rated  A  possess  many  favorable  invest- 
ment attributes  and  are  considered  upper  medium 
grade  obligations.  Factors  giving  security  to  princi- 
pal and  interest  are  considered  adequate,  but  ele- 
ments may  be  present  suggesting  susceptibility  to 
impairment  in  the  future. 

Baa:  Bonds  rated  Baa  are  considered  medium 
grade  obligations,  i.e.,  they  are  neither  protected  nor 
poorly  secured.  Interest  payments  and  principal 
security  appear  adequate  at  present  but  certain 
protective  elements  may  be  lacking  or  may  be  char- 
acteristically unreliable  over  any  great  length  of  time. 
Such  bonds  lack  outstanding  investment  character- 
isitics  and  have  speculative  characteristics  as  well. 

Bar  Bonds  rated  Ba  are  judged  to  have  speculative 
elements;  their  future  cannot  be  considered  well 
assured.  Often,  protection  of  interest  and  principal 
payments  may  be  very  moderate  and  thereby  not 
well  safeguarded  during  good  and  bad  times  in  the 
future.  Uncertainty  of  position  characterizes  bonds  in 
this  class. 

B:  Bonds  rated  B  generally  lack  characteristics  of  the 
desirable  investment.  Assurance  of  interest  and 
principal  payments  or  maintenance  of  other  terms  of 
the  contract  over  a  long  period  of  time  may  be  small. 

Caa**:  Bonds  rated  Caa  are  of  poor  standing.  Such 
issues  may  be  in  default  or  elements  of  danger  with 
respect  to  principal  or  interest  may  be  present. 

Ca**:  Bonds  rated  Ca  represent  obligations  which 
are  highly  speculative.  Such  issues  are  often  in 
default  or  have  other  marked  shortcomings. 

C**:  Bonds  rated  C  are  the  lowest  rated  class  of 
bonds  and  can  be  regarded  as  having  extremely 
poor  prospects  of  ever  attaining  any  real  investment 
standing. 

(**  No  Massachusetts  community  has  these  rat- 
ings). 


CITY  &  Town,  April  1991 


Division  of  Local  Services 
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CITY  &  Town  ,  April  1991 


Division  of  Local  Services 


CITY  &  Town  FOCUS 


Rating  services  use  various  indicators  to  evaluate  a 
community's  fiscal  condition.  Local  officials  can  ex- 
amine key  factors  determining  their  community's 
debt  and  credit  ratings,  investigate  the  causes  of 
their  community's  ranking  in  certain  areas,  improve 
municipal  management  where  possible,  and  foster 
community  understanding  of  local  capacity  to  handle 
debt. 

The  "Indicators"  section  lists  those  factors  used  to 
evaluate  a  community's  financial  condition. 

FINDINGS 

As  of  February  1 991 ,  for  those  229  Massachusetts 
communities  assigned  credit  ratings,  1 99  or  87% 
had  credit  ratings  of  at  least  A.  Forty-seven  percent 
or  108  communities  had  an  A  credit  rating.  The 
breakdown  of  communities'  ratings  is  as  follows: 


Ratinq 

#  Communities 

%  Communities 

Aaa 

7 

3.0% 

Aal 

3 

1.3% 

Aa 

30 

13.1% 

A1 

51 

22.3% 

A 

108 

47.2% 

Baal 

17 

7.4% 

Baa 

10 

4.4% 

<  Baa 

3 

1.3% 

Between  1986  and  1991,  municipal  credit  ratings 
statewide  improved  slightly.  In  1 986,  85.2%  of  com- 
munities had  ratings  of  A  or  higher,  while  86.7%  of 
communities  had  ratings  of  A  or  higher  in  1991. 
Between  1 986  and  1 991 ,  communities  with  ratings 
of  less  than  BAA1  fell  from  14.7%  to  13.2%.  (This 
analysis  is  for  those  1 97  communities  with  six  years 
of  credit  ratings.) 


The  table  at  the  bottom  of  this  page  demonstrates 
changes  in  credit  ratings  from  1986  through  1991. 
Until  1990,  most  of  those  communities  whose  credit 
ratings  changed  saw  improvement.  For  example, 
from  1987  to  1988,  all  19  communities  with  credit 
ratings  changes  experienced  a  rating  increase.  1 991 
was  the  first  year  when  most  rating  changes  moved 
toward  lower  ratings.  Of  the  eleven  communities 
whose  ratings  changed  from  1 990  to  1 991 ,  eight  had 
ratings  lowered. 

Statewide  in  1 991 ,  Economically  Developed  Suburbs 
have  the  highest  credit  ratings.  Of  those  Economi- 
cally Developed  Suburbs  with  ratings,  96%  are  rated 
A  or  higher.  Only  7  communities  are  rated  Aaa  -  6 
Economically  Developed  Suburbs  and  one  Residen- 
tial Suburb.  Ninety-five  percent  of  Residential  Sub- 
urbs and  94%  of  Growth  Communities  have  credit 
ratings  of  A  or  higher.  Seventy-  two  percent  of  Urban- 
ized Centers  are  rated  A  or  higher.  For  Rural  Eco- 
nomic Centers,  68%  are  rated  A  or  higher.  The 
sample  of  Small  Rural  Communities  and  Resort/Re- 
tirement/Artistic Communities  with  ratings  is  too  small 
to  draw  any  conclusions. 

There  is  an  inverse  relationship  between  a  commu- 
nity's dependence  on  local  aid  and  its  credit  rating; 
the  greater  a  community's  dependence  on  local  aid, 
the  lower  its  credit  rating.  Dependence  on  non-own 
source  revenue  is  generally  considered  a  negative 
factor,  because  such  revenue  is  subject  to  events 
and  conditions  beyond  the  community's  control.  Also, 
since  distribution  of  local  aid  is  based  on  the  gap  be- 
tween a  community's  costs  and  its  revenues,  those 
communities  with  high  dependence  on  local  aid  are 
generally  the  ones  that  could  face  fiscal  constraints 
and  demonstrate  problems  in  a  number  financial 
indicators.  Revenues  by  source  is  only  one  of  num- 
ber of  financial  indicators  rating  agencies  evaluate. 


Year 

Total  in  Group 

%  that  Chanqed 

#  that  Increased 

%  that  Increased 

#  that  Decreased 

%  that  Decreased 

86-87 

214 

5.6% 

10 

83.3% 

2 

16.7% 

87-88 

211 

9.0% 

19 

100.0% 

0 

0.0% 

88-89 

213 

6.6% 

10 

71 .4% 

4 

28.6% 

89-90 

222 

6.8% 

8 

53.3% 

7 

46.7% 

90-91 

226 

4.9% 

3 

27.3% 

8 

72.7% 

Division  of  Local  Services 


Cm^rownJ^griM991 


CITY  &  Town  FOCUS  continued. 


indicators 

Debt  Structure  and  Burden  Indicators 
Bond  Ratings* 

Long  Term  Debt  and  Percentage  Change* 
Long  Term  Debt  as  a  Percent  of  Assessed  Value* 
Debt  Service  as  a  Percent  of  Operating  Budget* 
Long  Term  Debt  Per  Capita* 

Temporary  Debt  as  a  Percentage  of  Operating  Budget 

Yearly  Retirement  Schedules 

Debt  Authorized  but  Unissued 

Overlapping  Debt  as  a  Percent  of  Full  Valuation 

Financial  Operations  Indicators 

Revenues  by  Source  and  as  a  Percentage  of  Total* 

Fixed  Costs  as  a  Percentage  of  Operating  Expenditures* 

Actual  vs.  Estimated  Local  Receipts* 

Reserves  -  Free  Cash  and  Stabilization  Fund* 

New  Growth* 

Excess  Levy  and  Override  Capacity* 
Property  Tax  Collections 
User  Fee  Coverage 
Operating  Deficit  or  Surplus 
Liquidity 

Economic  Indicators 

Residential  Development* 

Labor  Force  and  Unemployment  Rate* 

Per  Capita  Income  and  Equalized  Value  Per  Capita* 

Size  and  Land  Use  Characteristics* 

Population  Changes  and  Ages* 

Median  Family  Income* 

Housing  Characteristics* 

Assessed  Valuations  by  Class* 

Location  and  Natural  Resources 

Management  Practices 
Professional  Management  Capability 
Accounting,  Record-keeping,  and  Auditing 


Municipal  Services 
Intergovernmental  Relations 
Assessment  of  Property 
Tax  Administration 

Legal  and  Regulatory  Limitations 
Litigation  Cases  and  Pending  Litigation 

*  indicates  that  information  is  available  in  Municipal  Data  Bank. 
NOTES 

There  are  three  reasons  why  a  community  does  not 
have  a  credit  rating:  (1)  the  community  has  no  debt; 
(2)  the  community  borrows  using  State  House  Notes; 
or  (3)  the  community's  debt  is  insured.  The  table  that 
follows  lists,  by  community,  credit  ratings  for  1986 
through  1991.  An  asterisk*  indicates  that  the  com- 
munity's credit  rating  changed  at  least  once  during 
this  time. 

Chart  1  shows  the  number  and  percentage  of  com- 
munities by  credit  rating  in  February  1991. 

Chart  2  illustrates  the  relationship  between  revenues 
by  source  and  bond  rating,  using  FY90  revenues  by 
source  and  communities'  February  1991  credit  rat- 
ings. 

We  would  like  to  thank  Moody's  Investors  Service  for 
their  cooperation. 


CHART  1 
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CrTY&Town,  April  1991 


il  1991  Division  of  Local  Services 

MUNICIPAL  FISCAL  CALENDAR 


MAY  1 :  Accountant/Treasurer  -  Notification  of  amount 
of  debt  due  in  next  fiscal  vear 

As  required  by  MGL  Cliapter  44,  Section  28, 
tine  Accountant  (or  Treasurer)  must  notify  the  Asses- 
sors of  all  debt  due  in  the  next  fiscal  year,  because  the 
town  is  required  to  pay  its  debt  service,  whether  such 
payments  are  appropriated  or  not.  This  information  is 
used  to  complete  the  Tax  Rate  Recapitulation  Sheet. 

Because  all  debt  service  must  be  paid,  any 
debt  service  not  covered  by  town  meeting  appropria- 
tions is  added  to  the  "Other  Local  Expenditures" 
category,  found  on  page  2  of  the  Tax  Rate  Recapitu- 
lation Sheet.  It  is  important  that  the  Assessors  have 
this  information  to  avoid  setting  a  tax  rate  lower  than 
required,  thereby  raising  insufficient  revenue  to  cover 
the  town's  expenditures. 

MAY1:  Taxpayer  -  Deadline  for  payment  of  2nd  half 
tax  bills  without  interest  (unless  quarterly  tax  bills  are 


being  used) 

MAY  1 5:  Department  of  Revenue  -  Distribution  of  the 
1991  Corporations  Book  Supplement  listing  any 
changes  in  corporations  during  calendar  year  1990 
under  Chapters  59.  60A  and  63. 

MAY  15:  Treasurer  -  Third  Quarter  Reconciliation  of 
Cash  (due  45  days  after  end  of  Quarter) 

MAY  15:  Department  of  Revenue  -  Certification  of 
telephone  and  telegraph  company  valuations 

MAY  19:  Treasurer  -  Deadline  for  payment  of  second 
half  of  county  tax 


EDITORIAL  BOARD 
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LEGISLATIVE  CHANGES  ^^^^ 
APPLYING  TO  NEW  GROWTH 


Proposition  2  1/2  allows  each  community's  levy  limit 
to  be  increased  annually  by  2.5%  over  the  previous 
year  and  by  taxes  associated  with  new  growth  in  the 
tax  base.  With  the  passage  of  Chapter  6  of  the  Acts 
of  1 991 ,  Section  20,  the  definition  of  new  growth  has 
been  expanded  to  include  all  increases  in  value  that 
are  not  the  result  of  revaluation  or  appreciation.  As  a 
result,  communities  may  experience  increases  in  the 
amount  of  new  growth  for  real  property  for  the  up- 
coming fiscal  year. 

Under  the  former  rules,  new  growth  had  to  meet 
specified  criteria  to  qualify  in  increasing  the  levy  limit. 
Specifically,  new  growth  was  defined  as  new  con- 
struction, additions  and  alterations  resulting  in: 

•  one  or  more  new  dwelling  units  or  increases 
of  50%  or  more  in  assessed  value  for  Residential  and 
Open  Space  property;  and 

•  increases  in  assessed  value  of  at  least 
$1 00,000  or  50%  for  Commercial,  Industrial  and  Per- 
sonal property. 

Exempt  property  returned  to  the  tax  rolls  and  net  in- 
creases in  valuation  for  subdivision  parcels  and 
condominium  conversbns  also  qualify  as  new  growth. 

In  Fiscal  Year  1992,  new  growth  becomes  easier  to 
estimate  and  calculate.  Any  increase  in  the  assessed 


valuation  of  a  parcel  or  article  of  personal  property 
over  its  prior  year's  valuation  will  be  considered  new 
growth  unlessthat  increase  is  attributable  to  changes 
in  market  values.  More  properties  will  qualify  and  ex- 
tensive tests  by  the  assessors  for  each  separate 
parcel  will  be  unnecessary. 

Some  categories  of  new  growth  are  not  affected  by 
Chapter  6  of  the  Acts  of  1 991 .  The  law  continues  to 
allow  new  personal  property  accounts  and  new  ar- 
ticles of  personal  property  as  growth.  Similarly,  it  will 
still  include  parcels  being  taxed  separately  for  the  first 
time  (subdivisions  and  condominiums)  and  exempt 
parcels  returning  to  the  tax  rolls.  Also,  increases  due 
to  a  revaluation  or  to  value  adjustments  in  years 
between  certification  will  remain  non-allowable. 

The  expansion  of  new  growth  was  originally  included 
in  the  recommendations  of  the  Hamill  Commission,  a 
task  force  convened  to  study  local  finance  and  rec- 
ommend changes  to  assist  communities.  To  provide 
additional  revenues  to  communities  struggling  to  bal- 
ance their  budgets.  Governor  Weld  subsequently 
included  this  change  as  part  of  his  deficit  reduction 
act. 

The  April  1 990  issue  of  CITY  &  Town  estimated  the 
potential  benefits  of  this  change  for  each  community. 


DATA  BANK  HIGHLIGHT 


The  Municipal  Data  Bank  is  a  dearinghouse  for  a  wide  variety  of  munk^ipal  financial  and  socioeconomic  data  This 
information  can  be  obtained  on  printouts  or  diskettes  (61 7)  727-2300  ext476  as  well  as  via  computer  modem  on  the 
Online  Data  Access  System  (61 7)  227-6533 

'Levy  Limit  Components'  is  a  single-page  report  that  detafls  how  a  community^  levy  limit  was  cak^ulated  over  each 
of  the  last  five  years,  it  shows  each  year^  base,  2 .5%  increment,  new  growth,  override,  exclusion,  ceiling,  and  final 
limit,  as  well  as  measures  of  excess  and  override  capacity. 


Mitchell  Adams,  Commissioner 


Leslie  A.  Kirwan,  Acting  Deputy  Commissioner 


CITY  &  Town.  May  1991 


Division  of  Local  Sendees 


ASK  THE 

One  of  the  most  important  functions  of  the  Division's 
Property  Tax  Bureau  is  to  provide  legal  guidance  to 
local  officials  in  municipal  finance  matters.  Below  are 
some  actual  inquiries  sent  in  accompanied  by  re- 
sponses from  the  Division's  legal  experts. 

ON  HARDSHIP  ABATEMENTTS 

Q.  What  are  the  legal  requirements  for  granting 
a  hardship  abatement  and  for  appealing  the  asses- 
sors' decision? 

A.  The  local  board  of  assessors  may  grant  a  full 
or  partial  abatement  of  property  taxes  to  individuals 
who,  due  to  "age,  infirmity  and  poverty  are  in  the 
judgment  of  the  assessors  unable  to  contribute  fully 
toward  the  public  charges."  (Ch.  59,  sec.  5,  CI.  18). 
The  application  must  be  timely  filed.  According  to 
DOR  guidelines,  an  applicant  must  (1)  be  65  years  of 
age  or  older,  (2)  have  some  physical  or  mental  dis- 
ability and  (3)  be  without  the  financial  resources  to 
meet  the  tax  obligation  for  the  year.  All  3  require- 
ments must  be  satisfied  to  be  eligible  for  the  hardship 
abatement,  and  the  decision  of  the  assessors  is 
discretionary. 

Unlike  ordinary  overvaluation  abatement  or  exemp- 
tion situations  where  an  adverse  decision  of  the 
assessors  can  be  appealed  to  the  Appellate  Tax 
Board  or  the  County  Commissioners,  a  taxpayer 
denied  a  hardship  abatement  must  bring  a  civil  action 
called  a  "writ  of  certiorari"  in  the  superior  court  or 
supreme  judicial  court  within  60  days  of  the  asses- 
sors' decision.  The  taxpayer  must  show  to  the  court 
that  the  assessors  acted  in  an  arbitrary,  unreason- 
able or  capricious  manner. 

ASSESSORS'  RIGHT  TO  INFORMATION 

0.  May  the  assessors  send  informational  re- 
quests to  the  owners  of  residential,  commercial  and 
industrial  property  regarding  rents,  business  expenses 
and  other  information? 

A.  By  statute,  the  assessors  may  seek  informa- 
tion from  the  owner  or  lessee  of  any  real  or  personal 
property  initially  to  determine  the  fair  cash  value  of 
such  property  (Ch.  59  sec.  38D-38G).  The  assessors 
may  also  request  an  abatement  applicant  to  furnish 
information  as  to  rents  and  the  expenses  for  main 


EXPERTS 

taining  the  property.  (Ch.59,  sec.  61A).  Underthese 
statutes  there  are  penalty  provisions  imposed  upon 
taxpayers  who  fail  to  furnish  the  requested  informa- 
tion. See  IGR  90-224  for  additional  detail. 

FINANCE  COMMnTEE  POWERS 

Q.  Can  Town  Meeting  pass  an  article  to  give  the 
finance  committee  power  to  transfer  between  line 
items? 

A.  No.  Town  Meeting  cannot  delegate  its  dis- 
cretionary authority  to  the  finance  committee  or  to 
any  other  board  or  officer  except  as  authorized  by 
statute  (Ch.44,  sec.  33B). 

ABATEMENT  APPUCATIONS 

Q.  Does  the  facsimile  transmitted  (FAXed)  copy 
of  an  abatement  application  constitute  a  valid  appli- 
cation if  received  in  the  assessors'  office  on  or  before 
the  filing  deadline? 

A.  Yes.  As  a  general  rule,  the  purpose  of  an 
abatement  application  is  to  give  the  assessors  notice 
of  the  taxpayer's  claim.  In  our  view,  the  receipt  by  the 
assessors  of  the  FAXed  duly  signed  abatement 
application  within  the  thirty  day  period  meets  the 
filing  requirement  of  Ch.  59,  sec.  59. 

PERSONAL  PROPERTY 

Q.  Is  there  a  tax  exemption  for  personal  prop- 
erty which  is  the  subject  of  a  true  lease  or  conditional 
sale  agreement? 

A.  Under  the  provisions  of  Chapter  59,  section 
5,  clause  1 6,  a  corporation  principally  engaged  in  the 
business  of  leasing  and  registered  to  do  business  in 
the  Commonwealth  is  taxable  only  on  poles,  wires, 
underground  conduits,  pipes  and  machines  used  in 
the  conduct  of  the  business.  Any  machinery,  how- 
ever, which  is  leased  or  sold  to  others  is  considered 
"stock  in  trade"  and  exempt  under  this  statute.  The 
lessee  is  also  exempt  from  the  personal  property  tax 
on  the  leased  items.  If  the  transaction,  however,  can 
be  characterized  as  a  sale  rather  than  as  a  lease,  the 
buyer  will  be  liable  for  personal  property  taxes  unless 
the  buyer  is  a  governmental  entity  or  exempt  under 
some  other  statutory  provision. 

continued  on  page  7 
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ClPr^  &  Town  readers  have  grown  accustomed  to 
seeing  FOCUS  on  Municipal  Finance  in  this  space. 
WeVe  given  the  folks  in  the  Analysis  Unit  (who  con- 
tribute each  issue's  FOCUS  section)  the  month  off  to 
come  up  with  exciting  new  topics  to  keep  you  "on  the 
cutting  edge"  of  municipal  finance.  FOCUS  will  return 
to  page  3  next  month. 

This  is  the  first  edition  of  a  quarterly  newsletterto  DOR 
CAMA  (Computer  Assisted  Mass  Appraisal)  System 
users.  Through  this  publication,  the  Division's  CAMA 
Unit  will  exchange  news  of  recent  or  upcoming 
developments,  share  tips  from  CAMA  Advisors  or 
from  User  Groups,  and  address  specific  support  or 
training  issues.  Future  issues  of  CAMA  Quarterly  will 
be  distributed  to  current  users  and  anyone  else  who 
is  interested.  Call  your  CAMA  Support  Coordinator  at 
(617)  727-2300  for  more  information  or  ask  your  Bu- 
reau of  Local  Assessment  Certification  Adviser. 


CAMA  system's  built-in  flexibility  allows  data  base 
changes  to  accommodate  a  community's  particular 
needs. 

MS-DOS  VERSION  SOON  AVAILABLE 

The  DOR  will  soon  provide  a  single-user  MS-DOS 
version  of  the  DOR  CAMA  system  (all  modules  except 
MOD  PRO  II)  that  the  DOR  will  support  and  maintain. 

Existing  CAMA  installations  (as  of  12/31/90)  will  have 
two  copies  of  the  MS-DOS  version  at  no  cost.  Exist- 
ing Unix/Xenix  installations  could  use  this  version  for 
laptop  data  collection  or  to  automate  a  collection 
department  equipped  with  an  MS-DOS  computer. 
Small  communities  may  eventually  migrate  from  381  's 
to  MS-DOS  if  they  do  not  require  Unix's  multi-user 
capabilities  and  security  features.  A  license  fee  of 
$750  per  year  for  five  years  will  be  charged  for  new 
MS-DOS  CAMA  installations. 


NEW  SYSTEM  FITS  ALL 

Communities  of  any  size  can  participate  in  the  DOR 
CAMA  program.  Having  expanded  to  80386  and 
80486  computers,  the  system  can  accommodate  as 
many  terminals  or  number  of  parcels  as  any  assess- 
ing or  collection  office  might  require.  Small  towns  can 
obtain  complete  multi-user  configurations  for  under 
$1 0,000  or  single-user  systems  for  under  $5,000. 

Over  60  communities  ranging  from  400  to  18,000 
parcels  have  joined  the  DOR  CAMA  program.  To 
date,  29  communities  have  purchased  80386  com- 
puters to  run  the  DOR  CAMA  and  Tax  Administration 
system,  surpassing  the  28  original  3B1  installations. 

If  a  community  already  has  a  80386  system  and  if  it  is 
configured  with  enough  memory  and  disk  storage, 
the  Unix  operating  system,  ancillary  software,  and  a 
modem  for  remote  support  would  be  the  only  addi- 
tional costs. 

The  largest  communities  in  the  Commonwealth  can 
take  advantage  of  DOR  CAMA's  low  cost  and  full 
power,  thanks  to  high  performance  80386  and  80486 
servers  now  available  through  various  vendors.  The 


ALTTO/BOAT  EXCISE  SYSTEM  IN  TESTING 

The  CAMA  staff  is  currently  "beta"  testing  an  expan- 
sion of  the  existing  data  management  and  collections 
systems  to  handle  auto  and  boat  excise  payments. 
The  Massachusetts  Municipal  Association  has  a 
program  to  convert  Registry  of  Motor  Vehicles  (RMV) 
tapes  to  high  density  diskettes. 

The  current  system  is  fully  accessible  by  the  10  query/ 
report  writer.  In  addition  to  printing  bills,  commit- 
ments and  standard  reports,  this  feature  helps  collec- 
tors perform  searches  for  exempt  vehicles  efficiently. 

Presently,  accounts  can  be  accessed  in  seconds  us- 
ing the  bill  number  or  owner  name.  In  the  next  few 
months,  immediate  access  by  plate  number  will  be 
added.  We  are  also  simplifying  the  menu  selection  to 
convert  RMV  files  and  are  developing  an  automated 
abatement  procedure  that  will  print  certificates  and 
post  to  collection  records  simultaneously. 

Excise  systems  are  available  to  current  or  future 
CAMA  installations  at  no  additional  cost.  Although 
these  systems  cannot  be  run  without  installing  the  full 
CAMA  package,  it  is  not  mandatory  that  a  community 
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use  real  and  personal  property  modules. 

ENHANCED  REMOTE  SUPPORT 

DOR  CAMA  technical  staff  recently  installed  advanced 
error-checking  modems  to  provide  dependable  soft- 
ware updates  and  remote  support  over  even  the 
noisiest  of  phone  lines.  Many  tasks  that  once  re- 
quired on-site  visits  can  now  be  accomplished  over 
the  phone  from  the  Division's  Boston  office,  speeding 
up  service  to  communities  and  lowering  costs  all 
around. 

SMARTWARE  UPGRADE 

Informix  staff  have  informed  DOR  that  development  of 
a  Unix/Xenix  386  version  of  Smartware  II  has  ceased 
and  that  the  current  3. 1  Unix  version  is  the  end-of-the 
line.  (Smart  was  extensively  re-written  and  enhanced 
for  MS-DOS  computers;  the  new  version  is  called 
Smartware  II.)  As  long  as  3.1  meets  your  needs,  this 
news  should  present  no  problem  for  you. 

One  of  the  primary  advantages  of  SMART  was  the 
low-cost  involved  with  buying  an  integrated  package 
as  opposed  to  separate  Unix  version  spreadsheet, 
word  processing,  and  database  systems.  Now  that 
prices  are  dropping  dramatically  on  industry  stan- 
dard Unix  products  like  Lotus  and  Word  Perfect,  com- 
munities have  a  wider  range  of  choice. 

NEW  DATA  BASE  OPTION  ON  THE  WAY 

CAMA  technicians  are  currently  testing  a  new  op- 
tional data  base  system  for  Owner  Account  flexibility. 
In  order  to  support  collectors'  needs  for  security  and 
multiple  year  files,  CAMA  staff  and  Sigma  Systems 
developed  a  "year  tagged"  system  that  is  adaptable 
to  every  community's  needs.  Converting  existing 
owner  accounts  to  the  new  system  is  a  major  compo- 
nent of  the  testing. 

NEW  COLLECTION  ENHANCEMENTS 

Based  on  feedback  from  collectors  using  the  system 
over  the  past  year,  DOR  has  enhanced  the  collection 
system  by  adding  key  summary  fields  so  that  each 
account's  status  can  be  determined  "at  a  glance"  or 
by  running  one  report.  The  DOR  has  developed  10- 
generated  Outstanding  and  Paid  reports  with  auto- 
matic prompts  for  setting  dates.  Interest  Override, 
Refund,  and  Tax  Title  payment  types  have  been 
made  fully  operational  so  that  collectors  can  easily 
waive  or  adjust  interest  owed  and  "zero  out"  accounts 


when  appropriate. 

These  enhancements  will  be  installed  once  collec- 
tors finish  this  year's  commitment  and  after  testing  is 
completed  in  May. 

Enhancements  to  allow  easy  collection  of  quarterly 
bills  will  be  ready  for  communities  planning  to  issue 
and  collect  quarterly  bills  beginning  in  July. 

SHARED  SALES  FILES 

Verified  sales  are  the  most  important  ingredient  in 
any  assessment  analysis.  Too  often,  crucial  valu- 
ation decisions  are  made  based  on  a  very  small 
number  of  sales.  The  DOR  wants  to  serve  as  a  "clear- 
inghouse" for  sales  data  on  each  CAMA  community's 
system,  copying  and  distributing  this  information  to 
benefit  you  as  well  as  local  officials  from  surrounding 
communities.  For  CAMA  communities,  gaining  full 
access  to  all  property  descriptors  of  the  valid  sales 
from  other  CAMA  communities  is  easy.  For  non- 
CAMA  comunities,  the  DOR  will  use  CAMA's  10  sys- 
tem to  generate  Lotus  and  ASCII  files  containing  the 
most  important  sales  data  and  property  descriptors 
so  that  thie  analytical  capabilities  of  off-the-shelf  spread- 
sheets and  database  packages  can  be  applied  to 
sales  analyses.  In  either  case,  far  greater  ability  to 
support  valuation  decisions  could,  if  enough  commu- 
nities share  their  information,  be  only  a  phone  call 
and  a  diskette  away. 

Related  to  this  overall  sales  sharing  initiative  is  a 
parallel  DOR  effort  to  revive  and  expand  the  commer- 
cial/industrial sales  database,  using  our  CAMA  sys- 
tem to  broaden  descriptions  and  simplify  electronic 
access  to  C/l  sales  throughout  the  Commonwealth. 
Again,  cooperation  of  assessors  will  be  crucial  to 
making  this  effort  a  success,  thereby  benefiting  all 
assessors. 

This  effort  is  just  beginning.  CAMA  advisors  will  be 
copying  parcels  that  have  recent  verified  sales.  The 
next  CAMA  Quarterly  will  report  on  the  number,  type, 
and  location  of  these  sales.. 

SPRING  TRAINING 

Coinciding  with  the  peak  valuation  analysis  season, 
the  DOR  will  be  offering  CAMA  training  throughout 
the  Commonwealth  during  the  latter  part  of  April  and 
through  May  as  follows: 
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COURSE:        Commercial/Industrial  Valuation 
LOCATION  2:    Division  of  Local  Services,  Boston 
DATE:  May  21-22,  9:30  AM  -  4:00  PM 

The  DOR  recently  conducted  sales  ratio,  valuation 
and  Introductory  IQ  training  for  western  and  central 
Massachusetts  communities.  The  10  procedures, 
spreadsheet  designs,  and  course  text  (Performance 
Analysis)  for  various  types  of  ratio  studies  are  avail- 
able if  you  were  unable  to  attend.  Ask  your  CAMA 
Adviser. 

Commercial/Industrial  Valuation  training  will  be  of- 
fered at  the  Division  of  Local  Services'  Boston  office 
on  May  21  -22  from  9:30  AM  to  4:00  PM. 

Intensive  testing  of  new  tax  administration  and  quar- 
terly billing  enhancements  Is  now  undenway.  Train- 
ing will  be  organized  in  early  June  for  those  commu- 
nities intending  to  issue  July  1st  quarterly  bills.  The 
CAMA  section  will  contact  communities  by  phone 
and  mall  to  set  convenient  times  and  locations  for  all 
interested  communities.  The  tax  administration  en- 
hancements include  some  substantial  changes  to 
the  system,  so  be  sure  to  review  new  documentation 
that  will  be  mailed  to  you  after  testing  is  completed. 
Also,  make  it  a  point  to  attend  training  In  August  or 
early  September. 

Western  counties  will  have  a  choice  of  day  or  evening 
sessions.  Other  dates,  times  and  places  are  being 
finalized  and  will  be  announced  shortly. 

3BIS  STILL  FOR  SALE 

Every  so  often,  various  computer  trade  journals  that 
come  Into  the  CAMA  Section  feature  ads  that  include 
3B1's  for  sale.  We  received  one  publication  this 
month  In  which  an  AT&T  dealer  in  Ohio  offers  a  67MB 
3B1  for  $795  with  a  tape  backup  unit  for  $395. 

Because  we  can  Install  the  DOR  CAMA  system  on  a 
3B1  without  any  software  fees,  such  a  setup  Is  still  the 
most  inexpensive  way  for  a  small  community  to  get  a 
multi-tasking,  multi-user  CAMA  system.  It  must  be 


noted,  however,  that  3B1  maintenance  is  relatively 
expensive  and  is  essential  given  the  cost  of  replacing 
motherboards  and  disk  drives  on  a  discontinued 
product.  Since  the  cost  of  a  replacement  3B1  Is 
almost  half  the  cost  of  an  annual  maintenance  con- 
tract, a  case  could  be  made  for  stockpiling  a  few 
3B1  's  and  moving  to  a  backup  system  if  a  key  compo- 
nent failed. 

Although  we  do  not  necessarily  recommend  this 
approach,  it  might  fit  some  community's  particular 
needs  or  circumstances. 

IQ  UBRARYTO  BE  RELEASED 
CAMA  staff  are  organizing  favorite  10  procedures  as 
well  as  10  versions  of  spreadsheets  desired  by  certi- 
fication advisors  into  various  diskette  formats  for  dis- 
tribution in  April  and  May  to  CAMA  communities. 
Each  procedure  will  be  accompanied  by  documenta- 
tion on  the  procedure's  purpose  and  with  an  example 
of  the  resulting  output.  Examples  of  such  procedures 
Include: 

Various  commitment  book  formats 
Various  bill  formats 
Collection  payment  history  report 
Collection  cash  books 
Electronic  LA-3  data  transfer 
Value  finalizatlon  data  quality  checks 
Ouick  sales/ratio  analytical  reports 
...  and  more 

CAMA  OUARTERLY  will  be  published  again  In  three 
months.  If  yours  is  a  DOR  CAMA  community,  you  will 
receive  CAMA  OUARTERLY  automatically.  Other  In- 
terested readers  may  subscribe  by  contacting: 

David  Davies,  CAMA  Unit 
Division  of  Local  Services 
Bureau  of  Local  Assessment 
200  Portland  Street 
Boston,  MA  02214-1715 
(617)  727-2300 
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JUNE  1:  Assessors  -  Overlay  Surplus  closes  to  Sur- 
plus Revenue.  Each  year,  any  balance  in  the  overlay 
reserve  accounts  in  excess  of  the  amount  of  the 
warrant  remaining  to  be  collected  or  abated  in  that 
year  is  certified  by  the  Assessors.  The  transfer  from 
the  overlay  reserve  to  the  overlay  surplus  is  done  by 
the  Assessors'  own  initiative  or  within  ten  days  of  a 
written  request  by  the  chief  executive  officer.  Once  in 
overlay  surplus,  these  funds  may  be  appropriated  for 
any  lawful  purpose.  Any  balance  in  the  overlay 
surplus  at  the  end  of  the  fiscal  year  shall  be  closed  out 
to  surplus  revenue  and,  eventually,  free  cash. 

JUNE1:  Assessors  -  Determine  valuation  of  other 
municipal  or  district  land.  In  certain  communities 
where  land  is  owned  by  another  community  or  dis- 
trict, the  value  of  the  land  is  determined  by  the  Asses- 
sors in  the  year  following  a  revaluation  year  for  in-lieu 
of  tax  payments. 

JUNE  1 5:  Department  of  Revenue  -  Certification  of 
pipeline  company  valuations. 


\L  CALENDAR 

JUNE  30:  Assessors  -  Last  day  to  submit  requests  for 
current  fiscal  year  reimbursements  of  exemptions 
granted  under  the  various  clauses  of  Chapter  59. 
section  5.  If  an  exemption  is  granted  to  a  residential 
property  owner,  the  resulting  property  tax  is  lowered; 
hence,  the  town  collects  less  tax  revenues  than  an- 
ticipated. These  exemptions  are  partially  reimbursed 
by  the  state  as  indicated  under  the  Payment  for  Loss 
of  Taxes,  Section  A  of  the  Cherry  Sheet. 

It  is  the  responsibility  of  the  Assessors  to 
submit  all  exemptions  to  the  DOR's  Municipal  Data 
Management  Bureau  in  order  for  the  town  to  be  reim- 
bursed for  statutory  exemptions.  If  the  Assessors  fail 
to  submit  a  request,  the  town's  loss  of  tax  revenues 
will  not  be  offset  by  exemption  reimbursements  from 
the  state.  These  reimbursements  may  not  be  filed 
retroactively  for  any  year. 

JUNE  30:  Auditor  -  Completion  of  audits.  Audits  for 
the  previous  fiscal  year  which  are  required  by  federal 
guidelines  must  be  completed  by  this  date  by  the 
auditor  and  submitted  to  the  DOR/BOA. 


JUNE  20:  Assessors  -  Deadline  for  appealing  Com- 
missioner's telephone  &  telegraph  valuations. 

JUNE  20:  Assessors  -  Final  date  to  make  omitted  or 
revised  assessments.  As  required  by  MGL  Chapter 
59,  sections  75  and  76,  if  a  property  is  inadvertently 
not  included  or  mistakenly  under-assessed  on  the 
warrant  for  property  taxes,  it  is  the  Assessors'  respon- 
sibility to  correct  the  mistake  and  assess  the  property 
correctly.  Such  an  assessment  may  not  be  commit- 
ted after  June  20  of  the  taxable  year  or  90  days  after 
the  date  on  which  the  tax  bills  are  mailed,  whichever 
is  later. 

JUNE  30:  Treasurer/Collector  -  Compensating  Bal- 
ance Agreements  for  Next  Fiscal  Year.  A  Compen- 
sating Balance  Agreement,  as  required  by  MGL  Chap- 
ter 44,  section  53F,  sets  forth  the  banking  services  to 
be  provided  to  a  town  in  exchange  for  minimum 
balances  of  municipal  funds  to  be  kept  in  bank  ac- 
counts. 


JUNE  30:  Clerk  -  Deadline  for  certification  of  appro- 
priations. This  is  done  after  town  meeting  so  the 
Accountant  may  set  up  the  account  for  each  depart- 
ment in  the  town. 


MUNICIPAL  LAW  SEMINAR  SCHEDULED 

It's  been  a  year  since  the  Division's  "What's  New  in 
Municipal  Law"  seminar  was  last  conducted.  A  lot  has 
happened  in  the  past  twelve  months,  so  DLS  has 
scheduled  a  seminar  for  August  2, 1991  at  the  King's 
Grant  Inn  in  Danvers  from  9:00AM  to  4:00PM. 

A  small  registration  fee  will  be  required  and  an  op- 
tional luncheon  will  be  available  for  an  additional 
charge.  The  Division  will  be  mailing  informational 
bulletins  to  town  and  city  halls  across  the  state  as 
August  2  approaches.  Watch  for  them! 
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ASK  THE  EXPERTS...  tx)rTtinued  from  page  2 

USER  FEES  FOR  TRASH  COLLECTION 

Q.       May  a  municipality  impose  a  user  fee  for 
trash  collection  services? 

A:  Yes.  Chapter  44,  Section  28C(f)  permits 
cities  and  towns  to  Impose  user  fees  for  any  munici- 
pal service  related  to  the  collection  and  disposal  of 
solid  waste.  TTie  statute  does  not  require  town  meeting 
action.  By  this  statute,  the  chief  executive  officer  has 
the  authority  to  set  the  fees  unless  some  other  officer, 
board,  committee  or  other  body  is  authorized  by  law 
to  impose  them.  In  a  town,  the  board  of  selectmen  is 
the  chief  executive  officer  unless  a  different  officer  is 
designated  by  local  charter  (Ch.4,  sec  7,  CI.5B) 

DRY  CLEANERS 

Q.       Are  dry  cleaners  exempt  from  personal  prop- 
erty taxes? 

A.  As  a  rule,  a  domestic  business  corporation 
will  be  subject  to  taxation  on  machinery  used  in  the 
conduct  of  the  business.  The  corporation  is  exempt, 
however,  on  machinery  "directly  used  in  connection 
with  dry  cleaning  laundering  processes  or  in  the 
refrigeration  of  goods  or  in  the  air-conditioning  of 
premises  or  in  any  purchasing,  selling,  accounting  or 
administrative  function"  (Ch.  59,  sec.  5,  CI.  16).  Ac- 
cordingly, an  incorporated  dry  cleaner  is  taxable  only 
on  its  real  estate,  poles,  underground  conduits,  wires 
and  pipes  and  other  machinery  that  does  not  clearly 
fall  within  the  foregoing  exemption.  An  unincorpo- 
rated dry  cleaner,  however,  is  fully  taxable  on  all  his 
personal  property  since  there  is  no  comparable  ex- 
emption statute.  Moreover,  there  is  no  partial  per- 
sonal property  exemption  for  an  unincorporated 
business. 

TAX  EXEMPTION  -  CHURCH  TREASURERS  HOUSE 

Q.  Is  a  house  owned  by  a  religious  organization 
and  occupied  by  the  church  treasurer  exempt  from 
real  estate  taxes? 

A.  The  home  is  fully  taxable.  Chapter  59,  sec- 
tion 5,  c  lause  1 1  exempts  from  local  taxation  houses 
of  religious  worship  and  parsonages  owned  or  held 
in  irrevocable  trust  for  the  exclusive  benefit  of  the  re- 
ligious organization.  Any  land  incidental  to  the  use  of 
the  church,  such  as  a  parking  lot,  also  would  be 
exempt.  The  Supreme  Judicial  Court  has  ruled  that 


exemption  statutes  must  be  strictly  construed.  Since 
the  subject  property  is  not  a  house  of  religious  wor- 
ship or  parsonage  nor  constitutes  an  incidental  use, 
no  exemption  can  be  granted  under  Clause  1 1 . 

PROPER  ASSESSMENT 

Q.  Should  the  assessors  continue  to  assess  a 
parcel  to  a  life  tenant  whom  the  assessors  know  from 
personal  knowlege  is  deceased? 

A.  Chapter  59,section  1 1  provides  that  taxes  on 
real  estate  must  be  assessed  to  the  person  who  is  the 
owner  of  record  in  the  county  where  the  estate  lies. 
As  a  general  rule,  unless  a  death  certificate  is  re- 
corded at  the  Registry  of  Deeds  or  unless  the  life 
tenant's  estate  is  probated  in  the  county  where  the 
property  is  located,  the  assessors  must  continue  to 
assess  to  the  life  tenant.  Alternatively,  the  assessors 
may  assess  the  property  to  the  owner  in  fact  rather 
than  the  owner  of  record  (City  of  Boston  v.  Quincy 
Market  Cold  Storage  &  Warehouse  Co.,  312  Mass. 
638  (1 943)).  In  that  case,  the  Supreme  Judicial  Court 
held  that  land  owned  by  a  grantee  under  an  unre- 
corded deed  from  the  Commonwealth  was  not  ex- 
empt as  property  of  the  Commonwealth  since  taxes 
should  be  assessed  to  the  owner  in  fact.  Accord- 
ingly, the  assessors  can  continue  to  assess  to  the  life 
tenant  until  his  death  becomes  a  matter  of  record  or 
can  assess  to  the  remainderman  (person  with  the 
right  to  occupy  the  premises  after  the  death  of  a  life 
tenant). 

Q.  Are  valuation  cards  open  to  public  inspec- 
tion? 

A.  Yes.  Under  the  provisions  of  Chapter  4,  sec- 
tion 7,  clause  26  of  the  General  Laws,  public  records 
are  broadly  defined  to  include  almost  all  data,  regard- 
less of  physical  form  or  characteristics,  made  or 
received  by  any  municipal  officer  or  employee.  A 
record  shall  not  be  disclosed,  however,  if  it  falls  within 
one  of  the  exemption  clauses.  The  Supreme  Judicial 
Court  has  ruled,  however,  that  property  record  cards 
which  contain  physical  descriptions  and  other  rele- 
vant data  are  public  records  open  to  public  inspec- 
tion (  Attorney  General  v.  Board  of  Assessors  of 
Woburn,  375  Mass.  430  (1978)).  The  assessors' valu- 
ation books  are  also  open  to  public  inspection  since 
there  is  neither  an  exemption  statute  nor  an  unwar- 
ranted invasion  of  privacy  to  bar  disclosure. 
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CONSISTENT  REPORTING  AND  THE  SCHEDULE  A 


In  an  effort  to  promote  consistent  Schedule  A  reporting  from  one  fiscal  year  to  the  next,  the  Bureau  of 
Accounts  and  the  Municipal  Data  Bank  have  developed  a  program  which  compares  FY89  Schedule  A's 
with  those  submitted  for  FY90.  Each  Schedule  A  item  is  allowed  a  certain  amount  of  variance.  If 
discrepencies  fall  outside  this  range,  the  program  flags  them  as  potential  problem  areas.  The  town's 
Bureau  of  Accounts  field  representative  then  contacts  the  municipal  accountant  or  auditor  to  remedy  the 
problem  so  that  the  Schedule  A  report  can  be  finalized. 

The  importance  of  consistent  Schedule  A  reporting  cannot  be  stressed  enough.  The  Schedule  A  is  a 
statement  of  the  revenues  received,  expenditures  made  and  all  other  transactions  related  to  the  town's 
finance  during  the  previous  fiscal  year.  It  classifies  revenues  and  expenditures  into  detailed  categories  to 
provide  information  essential  for  analyzing  financial  activity  in  the  various  municipal  departments. 
Municipal  accountants  must  annually  submit  Schedule  A  reports  for  the  prior  fiscal  year  to  the  Division  of 
Local  Services  by  October  31 . 
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A  publication  of  the  Massachusetts  Department  of  Revenue's  Division  of  Local  Services 


IMPROVING  ASSESSMENT  EFFICIENCY 


Webster's  New  Universal  Dictionary  defines  efficiency 
as  "the  ability  to  produce  the  desired  effect  with  a 
minimum  of  effort,  expense,  or  waste".  Most  Massa- 
chusetts communities,  facing  significant  budgetary 
restrictions,  are  looking  for  ways  to  make  more  effi- 
cient use  of  their  limited  financial  and  personnel 
assets.  The  Division  of  Local  Services  has  found  that 
implementing  some  or  all  of  the  following  sugges- 
tions into  property  valuation  programs  has  the  poten- 
tial of  increasing  the  efficiency  of  assessing  offices. 

1 .  Periodic  Data  Inspection  Programs:  The  most 
expensive  and  time  consuming  part  of  the  mass 
appraisal  process  is  in  the  collection  of  property  data. 
Many  communities  have  found  that  instead  of  in- 
specting all  property  once  in  a  nine  year  cycle,  devel- 
oping a  program  in  which  all  property  is  inspected  in 
a  regular,  periodic  process  can  lead  to  significant 
cost  reduction  and  increased  assessment  quality  as 
well  as  uniformity. 

GOVERNMENT 

2.  Continuous  Monitoring  of  Data  Quaiity:  Fore 
munities  not  conducting  a  periodic  inspection  pi 


should  be  considered  as  a 
property  inspection  program. 


prerequisite  to  a  full 
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3.  Continuous  Monitoring  of  Valuation  Performance 
(Ratio  Studies):  The  most  widely  used  measure  of 
assessment  performance  is  the  assessment/sales 
ratio  study.  This  analysis  will  indicate  how  close  a 
valuation  program  is  to  achieving  full  and  fair  cash 
value,  and  serves  as  an  important  indication  of  the 
overall  quality  and  uniformity  of  the  valuations  in  a 
community.  The  DOR  recommends  that  assessors 
conduct  such  studies  annually,  and  use  the  results  in 
designing  each  certification  program. 

4.  Accelerated  Certification  Program:  By  participat- 
ing in  the  Accelerated  Certification  Program,  the  DOR 
certification  advisors  work  "in  parallel"  with  the  asses- 
sors and  their  consultants.  This  process  avoids  end 
of  project  "surprises",  and  has  substantially  reduced 
the  time  needed  to  achieve  certification  of  values, 
and  revaluation  related  tax  billing  delays. 
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DATA  BANK  HIGHLIGHT 


The  Municipal  Data  Bank  is  a  clearinghouse  for  a  wide  variety  of  municipal  financial  and  socioeconomic  data.  This 
information  can  be  obtained  on  printouts  or  diskettes  ((61 7)  727-2300  ext.  476)  as  well  as  via  computer  modem  on 
the  Online  Data  Access  System  (617)  227-6533. 

'Revenues  t>y  Source  Before  and  After  Inclusion  of  Communities'  Indirect  Benefit  from  Regional  Scfiools'  is  a  recently- 
updated  Data  Bank  report.  It  shows,  for  FY81  and  FY91 ,  the  indirect  impact  of  state  aid  to  regional  schools  upon 
member  communities'  budget  percentages  from  the  four  major  revenue  components:  local  property  tax,  local  aid, 
local  receipts  and  other  available  funds. 


Mitchell  Adams,  Commissioner 


Leslie  A.  Kirwan,  Acting  Deputy  Commissioner 
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ASSESSMENT  EFFICIENCY  CHECKLIST  ...continued  from  previous  page 


6.  Annual  Valuation  Maintenance:  Instead  of  waiting 
three  years  before  modifying  property  values,  many 
assessors  are  updating  property  values  annually. 
This  process  improves  equity,  lessens  the  impact  of 
major  triennial  value  changes,  and  can  lead  to  a 
reduction  in  the  number  of  valuation  related  abate- 
ment applications  and  the  need  for  overlay  increases. 


9.  Certification  Program  Design:  Using  the  results  of 
data  quality  studies,  and  assessment/sales  ratio 
studies,  many  assessors  have  found  that  the  "level  of 
effort"  needed  to  achieve  certification  is  much  less 
than  expected,  i.e.,  if  assessments  already  meet 
DOR  certification  standards,  pertiaps  little  or  no  work, 
beyond  analytical,  is  required  for  certification. 


7.  Use  of  Computer  Assisted  Mass  Appraisal  System 
(CAMA):  Computerized  mass  appraisal  "tools",  whether 
provided  by  the  DOR  or  private  vendors,  can  give 
assessors  the  tools  they  need  to  maintain  values  at 
marl<et  value  levels  at  minimal  cost  in  dollars  and 
time. 

8.  In-house  Valuation  Programs:  Many  communities 
have  found  that  using  "in-house"  resources  to  com- 
plete all  or  part  of  their  valuation  programs  can  lead  to 
significant  cost  savings,  along  with  increased  quality 
and  responsiveness  to  local  needs  and  conditions. 


The  above  checklist  is  a  menu  to  improve  assess- 
ment efficiency.  Not  every  item  is  appropriate  for 
every  community.  Assessing  officials  should  scruti- 
nize each  suggestion  to  ensure  that  their  communi- 
ties are  maximizing  the  "return"  from  the  expenditure 
of  local  resources.  Each  town  and  city  has  been  as- 
signed a  representative  from  the  Bureau  of  Local  As- 
sessment as  a  Community  Advisor.  Please  feel  free 
to  contact  your  advisor,  or  the  Bureau,  for  informa- 
tion or  assistance  in  any  area  of  property  valuation  or 
assessment  administration. 


ASK  THE  EXPERTS  -  Boat  Excise 


One  of  the  most  important  functions  of  the  Division's 
Property  Tax  Bureau  is  to  provide  legal  guidance  to 
local  officials  in  municipal  finance  matters.  Below  are 
some  actual  inquiries  sent  in  accompanied  by  re- 
sponses from  the  Division's  legal  experts. 

Q.  Are  local  assessors  legally  obligated  to  as- 
sess the  boat  excise? 

A.  Yes.  Chapter  60B  of  the  General  Laws 
mandates  the  assessment  and  the  collection  of  the 
boat  excise.  Please  refer  to  Informational  Guideline 
Release  No.  88-21 9. 

Q.  Are  boats  owned  by  a  corporation  engaged  in 
the  business  of  selling  boats  subject  to  the  boat 
excise? 

A.  Yes.  Although  state  statute  does  exempt  a 
corporation's  stock  in  trade  from  the  local  personal 
property  tax  [Chapter  59  Section  5  Clause  16],  this 
exemption  does  not  extend  to  the  boat  excise  im- 
posed under  Chapter  60B.  This  excise  tax  is  imposed 
on  boats,  ships  and  vessels  for  the  privilege  of  using 
the  waterways.  Since  the  exemption  provisions  of 
Chapter  60B  Section  3  do  not  extend  to  vessels  held 
for  sale,  such  boats  are  fully  taxable. 
Q.       Is  the  owner  of  a  commercial  fishing  boat 


who  also  occasionally  conducts  sightseeing  trips 
exempt  from  the  boat  excise? 
A.  No.  Chapter  60B  Section  3  of  the  General 
Laws  provides  an  exemption  to  commercial  fishing 
boats  provided  the  owner  of  the  property  and  the 
property  itself  that  is  engaged  exclusively  in  commer- 
cial fishing.  A  fisherman  who  seeks  this  exemption 
must  present  evidence  to  the  assessors  that  com- 
mercial fishing  is  his  exclusive  occupation  (e.g..  Tax 
Form  1 040  and  Schedule  C)  and  that  his  vessel  is 
used  for  the  sole  purpose  of  commercial  fishing.  In 
this  instance,  the  occasional  use  of  the  vessel  for 
sightseeing  trips  disqualifies  the  boat  from  the  ex- 
emption. 

Q.  What  exemption  is  provided  if  both  the  owner 
of  the  boat  and  the  boat  itself  are  engaged  exclusively 
in  commercial  fishing? 

A.  If  the  dual  commercial  fishing  requirement  is 
satisfied.  Chapter  60  B  Section  3  provides  that,  to  be 
eligible  for  exemption  the  total  value  of  the  boat,  fish- 
ing gear  and  nets  cannot  exceed  $1 0,000.  If  the  value 
exceeds  $1 0,000,  the  boat  and  the  fishing  equipment 
are  fully  taxable.  There  is  no  partial  exemption  permit- 
ted to  commercial  fishing  boats  under  this  statute. 
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FOCUS 


ON  MUNICIPAL 
FINANCE 


REFERENDA  QUESTIONS  FY83-FY91 


This  FOCUS  provides  information  on  communities' 
use  of  Proposition  2  1/2  referenda  questions  to  in- 
crease tax  levy  capacity  from  FY83  through  FY91 . 

Proposition  2  1/2  provides  for  three  voter  approved 
levy  capacity  increases: 

An  Override  enables  a  community  to  permanently 
increase  its  levy  limit  by  a  specific  dollar  amount  for 
costs  the  community  expects  to  continue  into  the 
future. 

A  Debt  Exclusion  enables  a  community  to  assess 
taxes  in  excess  of  its  levy  limit  to  pay  the  debt  service 
costs  for  capital  projects.  The  exclusion  remains  in 
effect  for  the  life  of  the  debt  only. 
A  Capital  Outlay  Expenditure  Exclusion  (or  Capital 
Exclusion)  enables  a  community  to  assess  taxes  in 
excess  of  its  levy  limit  to  pay  for  capital  project  costs. 
The  exclusion  only  affects  levy  capacity  for  the  year  in 
which  the  project  is  undertaken. 

FINDINGS 

The  following  data  indicate  that  communities  are 
increasing  their  use  of  Proposition  2  1/2  referenda 
questions  to  cope  with  limitations  on  the  property  tax 
levy  imposed  by  Proposition  2 1/2,  reduced  state  aid, 
and  rising  local  costs. 

FY91  Referenda  Questions 

Voters  increased  the  FY91  levy  capacity  in  208  com- 
munities (59%  of  the  state's  cities  and  towns)  by 
approving  referenda  questions. 

•  A  total  of  98  (28%)  communities  permanently 
increased  levy  capacity  through  overrides 
totaling  $58.4  million. 

•  A  total  of  1 80  (51  %)  communities  temporarily 
increased  levy  capacity  through  debt  exclu- 
sions XotaWng  $105.7  million. 

•  Capital  expenditure  exclusions  totaling  $3.2 


million  were  used  to  temporarily  increase  levy  capac- 
ity in  27  (8%)  communities. 

A  total  of  36  or  37%  of  the  communities  that  increased 
levy  limits  through  overrides  in  FY91  did  so  for  the  first 
time. 

Sixteen  communities  used  all  three  types  of  ques- 
tions -  override,  debt  exclusion  and  capital  expendi- 
ture exclusion  -  to  increase  levy  capacity  for  FY91 . 

Overrides:  FY83-FY91 

Communities'  use  of  overrides  has  increased  every 
year  since  FY86.  The  number  of  communities  in- 
creasing levy  limits  through  overrides  rose  during  this 
period  as  did  the  dollar  amount  of  these  overrides. 
Communities  passing  overrides  increased  by  the 
greatest  number  between  FY88  and  FY89,  from  42to 
65  communities. 


Communities  use  of  Overrides 


FY 

#  Communities 

Amt  Added 

83 

21 

$ 

1,540,486 

84 

16 

1.058,451 

85 

14 

1.276,766 

86 

13 

772,248 

87 

34 

2.247.235 

88 

42 

6.050,532 

89 

65 

23.661,134 

90 

80 

25,327.659 

91 

98 

58,362.613 

TOTAL* 

169 

$ 

120,297.124 

*  Indicates  the  number  of  communities  that  used 
an  override  at  least  once. 
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DOLLAR  AMOUNT  OF  ADDED  LEVY  CAPACITY  FOR  FY91 


Override 

Debt 

Capi  tal 

Override 

Debt 

MUNICIPALITY 

Exclusions 

Exclusions 

MUNICIPALITY 

Exclusions 

ABINGTON 

847765 

GAY  HEAD 

107459 

144374 

ACTON 

988000 

971955 

GEORGETOWN 

160375 

ALFORD 

40000 

12599 

GOSHEN 

50151 

AMESBURY 

671810 

GOSNOLD 

7219 

ARLINGTON 

2520000 

GRANVILLE 

103500 

AbnDUKNHAM 

GRcAT  DAKKINblUN 

3y/oU 

314146 

Abnr ItLU 

DUUUU 

ODiLoa 

GRLtNr I cLD 

i  nz 

190606 

A  c  U  1  A  km 

AdHLANU 

^ocooo 

bKU 1  UN 

10(:3^:67 

ATHOL 

1  f  J'f4U 

GROVELAND 

41 143 

AVON 

308025 

HADLEY 

191478 

AYER 

U  A  U  T  1  Tmi 

HAMI LTON 

1 1301 77 

12432 

BARNSTABLE 

1  /^UUUUU 

HOyyoiSo 

4U49  lb 

HAMPDEN 

434757 

BARRE 

93061 U 

HANOVER 

1050000 

BECKET 

yuuuu 

HANSON 

268576 

BEDFORD 

1216265 

HARDWICK 

268773 

BELL  I NGHAM 

1  130d/^0 

1 1  A  m  f  A  n  r\ 

HARVARD 

720829 

BELMONT 

^094946 

1346698 

HARWICH 

51628 

2976334 

BERKLEY 

■7C  700n 

1  i  A  T  n  T  r~  1  r\ 

HATFIELD 

1 78695 

BERL I N 

HAWLEY 

15000 

5395 

BILLERICA 

400668 

ilEATH 

161500 

dLANU  rUKU 

•70/  O/ 

U  T  kl  ^  U  A  U 

H 1  NGHAM 

07C  f\r\n 

1092/13 

dUL I  UN 

140 1 1 d 

U  T  kl  CPl  A  1  C 

H 1 NbUALk 

odiUo 

DUADUKUUun 

HOOOOU 

HULBKUUk 

1  nn/  770 

1UU4/3<i 

dUa  rUKU 

lU  \  yc.c.f 

HULUcN 

o/ ^nzo 

84oyo2 

BOYLSTON 

75750 

HOLLAND 

86605 

BREWSTER 

^394413 

HOLLISTON 

424249 

BR  1  Mr  I  ELD 

loUUU 

HOPKINTON 

371 175 

DKUUK.r  1  ELL) 

looSo 

HUBBARDSTON 

129060 

O  A  D  1    TCI  C 

LAKL 1 bLE 

n jUUUU 

1  TZ1 1  n7 

133310^ 

HULL 

oc  one 
232225 

CARVER 

1064722 

HUNTINGTON 

34679 

PUADI  CMDkIT 

LHAKLLMUN 1 

T  tici  1 T 
1 Kbwl Ln 

on/  1/7 
yU414^ 

LHAKL 1  UN 

T  kl^CTrtkl 

KlNbSlUN 

oUUoyo 

P  U  A  T  U  A  U 

LHA 1  HAM 

dofody 

dodd  \od 

101/ on 
I d  I4^U 

LEE 

c 1 oo7e 

LncLMorUKU 

1  ^  f dd 

Lb  I Ltb 1 tK 

7  i  QZO 

o  IO02 

CHESHIRE 

86920 

LEVERETT 

136532 

52676 

Lnto 1 tK 

Vj  I  j4 

LtX 1 Nb 1  UN 

1  yjy  fody 

1 Q99nnn 

Lnbo 1 bKr 1 tLU 

Ann 

LbTUtN 

HOdfU 

LM  I  LnAKK. 

1 nnnnn 
1  uuuuu 

yyjcu 

oc  nnn 
oDUUU 

1  T  ki  pm  ki 

4UUUUU 

1 1  ni  ni  i; 

LLAKnodUKU 

1  djoOl 

L 1  1  1 Lt 1  UN 

JO  1 j44 

CQOO/ 7 

jydoH I 

COHASSET 

93591 

LONGMEADOW 

2400000 

184721 

LULKA 1 N 

yuuuu 

LUNcNdUKU 

oUiJoo 

CONWAY 

(  ^UUU 

07'5CO 

LYNNr 1  ELD 

oo / / no 
8o44U9 

1 7C  nnn 

CUMMINGTON 

693 3 

MANCHESTER 

77  7onn 
33/^00 

07  O 1 Z7 

238163 

DALTON 

467089 

MANSFIELD 

11// no7 
1 144983 

DENNIS 

937580 

2345166 

MARBLEHEAD 

247588 

DOUGLAS 

4*:  lyoo 

kJ  A  D  T  ^kl 

MAR  I UN 

£0<:4oD 

OQO/ Q7 

DOVER 

cool lo 

oUd loy 

MAKbnr 1 cLU 

1 n77xc 

IU//03 

DUDLEY 

i:9<:ouU 

u  A  c*  u  nc c 

MASHPEE 

1  707iC  QO 

1 /y/ooy 

DUNSTABLE 

149341 

u  A  V  ki  A  n  n 

MAYNARD 

7 / 7no7 

34  ^08/ 

r\i  i\/ r>  1  1  n  \/ 

DUXBURY 

T  Z  /  T  7ri 

3643^0 

ucn  c  T  c  1 

MEDF I  ELD 

c  7nnrin 
D  /^9UUu 

/  7iinon 
4/OU2U 

EAST  BRIDGEWATER 

452069 

MERRIMAC 

47422 

368281 

EAST  LONGMEADOW 

793493 

MIDDLEFIELD 

70000 

EASTHAM 

14526 

1344265 

68402 

MILLIS 

883569 

EASTON 

2129633 

495745 

MILTON 

1977140 

692312 

EDGARTOWN 

624871 

1170778 

145500 

MONSON 

451000 

118091 

EGREMONT 

84000 

85356 

54355 

MONTEREY 

65000 

27789 

ESSEX 

40812 

MONTGOMERY 

31806 

FALMOUTH 

3389968 

230477 

MOUNT  WASHINGTON 

24089 

FOXBOROUGH 

987062 

NANTUCKET 

950000 

3800858 

FRAMINGHAM 

130000 

NEEDHAM 

2331524 

Division  of  Local  Services 
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DOLLAR  AMOUNT  OF  ADDED  LEVY  CAPACITY  FOR  FY91 


Debt 

MUNICIPALITY 

Exclusions 

New  MOnrUKL' 

4125 

KIPU  MAPI  RnRnilf^H 

60000 

89826 

UCU    CA|  CM 

new  oMLcn 

101324 

45889 

NORFOLK 

170950 

nUI\  1  n  KCHU  1  nu 

1250023 

nur\  1  n  r  1 L  Lu 

54785 

nAI^  Rl  1  IFF? 

278143 

175171 

384609 

176195 

ORLEANS 

2538974 

U  1  1  o 

154785 

49846 

DAI  MFP 

220294 

r  C  L  nnn 

68000 

PERU 

6941 

PETERSHAM 

44969 

PH I LL I PSTON 

53681 

86077 

PLYMOUTH 

2094388 

PRINCETON 

519263 

RAYNHAM 

278895 

RICHMOND 

236000 

ROrHF<;TFR 

524824 

RfiriCI  AND 

430325 

ROrifPORT 

2422721 

ROWLEY 

9750 

517348 

SALISBURY 

544879 

SANDISFIELD 

97347 

SANDWI CH 

2621550 

SAVOY 

9039 

SCITUATE 

1334220 

SEEKONK 

63163 

SHARON 

1621883 

131936 

SHEFFIELD 

673925 

SHERBORN 

250000 

845560 

SHIRLEY 

62400 

SHREWSBURY 

249421 

SHUTESBURY 

80817 

40133 

SOMERSET 

775980 

SOUTHAMPTON 

1 03388 

SOUTHBOROUGH 

238738 

SOUTHBRIDGE 

119251 

SOUTHWICK 

30197 

SPRINGFIELD 

10812136 

STERLING 

131475 

STOCKBRIDGE 

250000 

STOW 

320000 

438418 

STURBR IDGE 

392643 

815769 

SUDBURY 

560000 

795690 

SUNDERLAND 

2000 

367586 

SUTTON 

737198 

SWAMPSCOTT 

1837000 

142629 

SWANSEA 

303540 

TEMPLETON 

167257 

TEWKSBURY 

903909 

TISBURY 

230092 

507891 

TOLLAND 

19516 

TOPSFIELD 

511600 

190701 

TOWNSEND 

154000 

879644 

TRURO 

162000 

393100 

TYNGSBOROUGH 

864087 

Capi  tal 


72163 


20000 
92576 


36810 
118398 


56000 


71500 


33500 


130000 
48897 


MUNICIPALITY 

TYR INGHAM 

UXBRIDGE 

WAKEFIELD 

WALPOLE 

WARE 

WARREN 
WARWICK 
WAY LAND 
WELLESLEY 
WELLFLEET 

WEN HAM 

WEST  BRIDGEWATER 
WEST  NEWBURY 
WEST  STOCKBRIDGE 
WEST  TISBURY 

WEST  FORD 

WESTHAMPTON 

WESTMINSTER 

WESTON 

WESTPORT 

WESTWOOD 

WHATELY 

WHITMAN 

WILBRAHAM 

WILMINGTON 

WINCHENDON 

WINTHROP 

WORTHINGTON 

WRENTHAM 

YARMOUTH 


STATE  TOTALS 

NUMBER  OF  COMMUNITIES 


Override 

501000 
80000 


26640 
826663 
617900 


375000 


271024 
237000 


800000 

110613 
428712 


681000 
1763358 


58362613 
98 


Debt 

Exc I us  i  ons 

21483 
254698 

163077 


78216 
45153 
1589995 
335850 
662170 


67180 
208813 
178019 
135825 

619942 
366549 
360276 
1263054 
175344 

478000 
223206 
1352812 
20000 
614459 

115595 

205500 
120803 

1801911 


105694581 
180 


Capi  tal 
Exclusions 


45876 


29270 
104300 


523180 


3240402 
27 
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Division  of  Local  Services 


Girl's  Town  FOCUS... 

Of  the  169  communities  passing  overrides  between 
FY83  and  FY91 ,  76  or  45%  did  so  for  the  first  time  in 
either  FY90  or  FY91 .  Only  two  cities,  Northampton 
and  Springfield,  have  passed  overrides.  In  FY91 ,  the 
City  of  Springfield  passed  the  largest  dollar  amount 
of  override  questions  to  date,  totaling  $10.8  million. 

Cumulatively,  $123.7  million  has  been  added  to  the 
FY91  statewide  levy  limit  through  overrides  passed 
from  FY83  through  FY91 .  This  represents  2.6%  of  the 
estimated  FY91  statewide  levy  limit  of  $4.7  billioa 
This  cumulative  total  reflects  the  real  impact  of  over- 
rides adopted  from  FY83  through  FY91,  as  these 
overrides  increase  along  with  the  levy  limit  base  at  the 
rate  of  2.5%  each  year. 

DEBT  EXCLUSIONS:  FY83-FY91 

Communities'  use  of  debt  exclusions  has  increased 
every  year  since  FY83,  when  Proposition  2  1 12  be- 
came effective.  Since  FY83  when  the  option  first 
became  available,  the  number  of  communites  ex- 
cluding debt  and  the  dollar  amount  of  debt  excluded 
by  communities  has  risen  statewide.  Communities 
excluding  debt  increased  by  the  greatest  number 
between  FY89  and  FY90,  from  103  to  165  communi- 
ties. The  dollar  amount  of  debt  excluded  by  commu- 
nities also  increased  the  most  between  FY89  and 
FY90,  from  $52.2  million  to  $90.5  million. 

Between  FY81  and  FY91,  communities  excluded  $348 
million  in  debt  service  costs  across  the  state. 


Communities  Use  of  Det>t  Exclusions 


FY 

#  Communities 

Amt.  Added 

83 

11 

$  1,584,163 

84 

23 

5,775,788 

85 

44 

8,625,632 

86 

60 

15,299,067 

87 

81 

27,253,292 

88 

93 

41,158,652 

89 

103 

52,212,163 

90 

165 

90,456,458 

91 

180 

105,694,581 

TOTAL* 

188 

$348,059,796 

♦Indicates  the  number  of  communities  that  used  a 
debt  exclusion  at  least  once. 


CAPITAL  EXCLUSIONS:  FY88-FY91 

Capital  exclusion  questions  have  been  available  to 
communities  since  FY88.  The  number  of  communi- 
ties using  capital  exclusions  has  increased  each  year 
since  FY88,  while  the  dollar  amount  added  to  levy 
capacity  for  capital  projects  has  remained  fairly  stable, 
increasing  until  FY90  and  dropping  slightly  between 
FY90  and  FY91. 


Statewide,  between  FY88  and  FY91  communities 
excluded  $1Z5  million  in  debt  service  costs. 


Communities  Use  of  CapitaJ  Exclusions 

FY 

#  Communities 

Amt.  Added 

88 

12 

$  2,434,789 

89 

17 

3,236,574 

90 

22 

3,553,041 

91 

27 

3,240,402 

TOTAL* 

44 

$  12,464,806 

*  Indicates  the  number  of  communities  that  used  a 

capital  exclusion  at  least  once. 

NOTES 

This  report  is  based  on  data  for 330  communities  that 
set  FY91  tax  rates  by  April  24, 1991 . 


Chart  1  on  page  7  shows  the  number  of  communiites 
with  override,  debt  exclusion,  and  capital  exclusion 
amounts  added  to  levy  capacity  from  FY83  through 
FY91 .  Chart  2  on  page  7  provides  the  dollar  amounts 
added  to  communities'  levy  capacity  through  over- 
rides, debt  exclusions,  and  capital  exclusions  from 
FY83  through  FY91 .  The  centerfold  table  lists  the 
dollar  amount  of  overrides,  debt  exclusions,  and 
capital  exclusions  added  to  each  community's  levy 
capacity  for  FY91  only. 

HELPFUL  READING 

See  Proposition  2 1/2  Referenda  Questions  (Division 
of  Local  Services,  October  1 990)  for  more  information 
on:  procedures  for  placing  questions  before  voters 
and  election  procedures,  forms  of  the  questions  in- 
cluding statements  of  purpose  and  use  of  multiple 
questions,  use  of  additional  taxing  authority,  use  of 
contingent  appropriations,  and  the  budget  process. 
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CHART  1 


Number  of  Communities  Increasing  L.evy  Capacity 

Through  Referenda  Questions    (FY83  to  FYgi) 
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CHART 2 


Dollar  Increases  in  Levy  Capacity 

through  Referenda  Questions  (FY83  to  FY9 1 ) 
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MUNICIPAL  Fl 

JULY1:  Accountant  -  Certification  date  for  free  cash 
Two  weeks  after  the  close  of  a  fiscal  year,  all 
accounts  are  closed  out  and  the  resulting  balance 
sheet  is  submitted  to  DOR  for  certification.  Free  Cash 
is  certified  any  time  after  this  date. 

JULY  15:  Assessors  -  Deadline  for  appealing  Com- 
missioner's valuation  of  pipelines 

JULY31 :  Department  of  Revenue  -  Suggested  date  to 
perform  guality  reviews  of  audits  performed  by  inde- 
pendent public  accounting  firms 

When  an  audit  by  a  private  firm  is  contracted 
by  a  community  for  the  prior  fiscal  year,  the  results  of 
the  audit  shall  be  made  available  within  30  days  after 
the  completion  of  the  audit,  but  no  later  than  one  year 
after  the  end  of  the  audit  period. 


\L  CALENDAR 

The  audit  results  are  reviewed  by  the  Bureau 
of  Accounts  (BOA)  for  two  elements:  1)  Presentation, 
and  2)  Content.  The  presentation  of  the  report  in- 
cludes a  review  to  ensure  that  audit  guidelines  and 
standards  are  followed.  The  content  of  the  report 
includes  a  review  of  the  CPA  firm's  recommenda- 
tions. BOA  will  contact  the  community  to  inquire  on 
the  corrective  action,  if  any,  that  will  be  taken  by  the 
community.  Based  on  the  details  and  content  of  the 
corrective  action  plan,  the  DOR  and  the  community 
may  arrange  a  field  review  to  compare  the  action  plan 
with  resulting  improvements. 

JULY  31 :  Department  of  Revenue  -  Issues  instruc- 
tions for  determining  local  and  district  tax  rates 

A  copy  of  the  Tax  Rate  Recapitulation  Sheet 
and  its  instructions  are  forwarded  to  the  town. 
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A  publication  of  the  Massachusetts  Department  of  Revenue's  Division  of  Local  Services 


IN  OUR  OPINION... 


One  of  the  most  important  functions  of  the  Division's 
Property  Tax  Bureau  is  to  provide  legal  guidance  to 
local  officials  in  municipal  matters.  Below  are  some 
actual  inquiries  sent  in,  accompanied  by  responses 
from  the  Division's  legal  experts. 

Q.  May  Town  Meeting  directly  transfer  funds  from 
overlay  to  appropriation  line  items? 
A.  No.  Under  the  provisions  of  Chapter  59,  section 
25,  the  assessors  must  certify  the  balance  in  the 
overlay  account  which  is  in  excess  of  the  amount 
required  for  abatements,  exemptions  and  outstand- 
ing taxes  .  The  statute  requires  that  such  a  determi- 
nation be  made  within  ten  days  after  a  request  by  the 
chief  executive  officer  of  the  city  or  town.  This  deci- 
sion is  within  the  assessors'  discretion.  The  amount 
transferred  to  overlay  surplus  can  be  appropriated  by 
Town  Meeting  for  any  lawful  purpose. 

Q.  Do  selectmen  have  the  authority  to  freeze  or  uni- 
laterally reduce  appropriations  for  certain  town  de- 
partments? 

A.  No.  Only  Town  Meeting  can  reduce  or  increase 
a  valid  departmental  appropriation. 

Q.  May  facsimile  signatures  of  department  heads  be 
used  on  warrants  or  vouchers  for  payment  of  salaries 
or  expenses? 

A.  No.  Only  under  certain  circumstances  may  fac- 
simile signatures  be  used.  For  example,  a  treasurer 
can  use  a  facsimile  signature  on  checks  (G.L.  Oh. 
107,  sec.  45A).  A  collector  may  use  a  facsimile 
signature  on  warrants  (G.L.  Ch.  60,  sec  29).  In 
addition,  a  city  clerk  may  use  a  facsimile  signature  to 
attest  that  a  document  has  been  recorded  in  the 
clerk's  office  (G.L  Ch.  41,  sec  18B).  On  the  other 


hand,  payroll  and  expense  vouchers  must  be  "sworn 
to  by  the  head  of  the  department"  and  approved  by 
the  board  of  selectmen  or  the  mayor  or  the  city 
manager  Thus,  vouchers  and  warrants  should  contain 
actual  signatures. 

Q.  Which  municipal  official  or  board  is  responsible 
for  collecting  water  and  sewer  charges?  May  fees 
and  charges  be  imposed  for  late  payment? 
A.  If  Town  Meeting  or  the  city  council  has  not  ac- 
cepted Chapter  41 ,  section  38A  which  provides  that 
the  collector  of  taxes  shall  collect  all  accounts  due  to 
the  city  or  town,  only  the  water  and  sewer  department 
may  collect  outstanding  water  and  sewer  charges 
before  they  are  added  to  the  real  estate  tax  bills.  A  tax 
collector  has  no  authority  to  collect  water  and  sewer 
bills  which  have  not  yet  been  added  to  and  commit- 
ted as  taxes. 

Under  Chapter  40,  section  21  E,  interest  can  also  be 
Imposed  prior  to  outstanding  water  and  sewer  charges 
being  added  to  the  real  estate  tax  bills  if  the  city  or 
town,  by  ordinance  or  bylaw,  imposes  interest  charges 
for  unpaid  municipal  charges.  The  interest  rate  shall 
not  exceed  the  rate  at  which  interest  may  be  charged 
on  tax  bills  under  the  provisions  of  Chapter  59,  sec- 
tion 57,"  which  is  presently  14%. 

Q.  May  communities  mail  non-tax  related  information 
with  local  property  tax  bills? 

A.  Yes.  Chapter  60,  section  3A  of  the  General  Laws 
allows  the  collector  in  a  city  or  town,  with  the  approval 
of  the  selectmen  or  mayor,  to  mail  non-political  mu- 
nicipal information  provided  that  the  inclusion  of  the 
material  does  not  cause  an  increase  in  the  postage 
required  to  mail  the  tax  bills. 


(continued  on  page  7) 


Mitchell  Adams,  Commissioner 


Leslie  Kinvan,  Deputy  Commissioner 


CFTY  &  Towwi,  September  1 991 


Division  of  Local  Services 


MUNICIPAL  Fl 

OCTOBER  1 :  Accountant  -  Prior  to  the  budget  proc- 
ess, begin  estimating  municipal  revenues  for  next 
fiscal  year. 

OCTOBER  1:  Taxpayer  -  Last  date  to  file  applications 
to  have  land  valued  and  taxed  as  agricultural/horti- 
cultural land  or  recreational  land. 

OCTOBER  1 :  Taxpayer  -  Last  date  to  file  abatement 
applications  (Applicable  where  semi-annual  billing  is 
used).  By  MGL  Chapter  59,  section  59,  applications 
for  abatements  are  due  for  tax  bills  mailed  by  Sep- 
tember 1 ,  or  thirty  days  after  mailing. 

OCTOBER  31:  Accountant  -  Schedule  A  for  prior 
fiscal  year.  This  report  is  a  statement  of  the  revenues 
received,  expenditures  made  and  all  other  transac- 
tions related  to  the  town's  finances  during  the  previ- 
ous fiscal  year. 

The  Schedule  A  classifies  revenues  and  expendi- 
tures into  detailed  categories  that  provide  informa- 
tion essential  for  an  analysis  of  revenues  and  expen- 
ditures generated  by  various  departments.  These 
data,  like  other  financial  information  reported  to  DOR, 
are  entered  into  DOR's  Municipal  Data  Bank;  as  such, 
we  may  provide  time  series,  comparative  and  other 
types  of  analyses  at  the  request  of  the  town.  This 
information  is  also  sent  to  the  U.S.  Census  Bureau 
and  eliminates  a  prior  federal  reporting  requirement. 
Failure  to  file  by  this  date  will  result  in  withholding  of 
major  distributions  of  state  aid  until  the  Schedule  A  is 
accepted  by  BOA. 


\L  CALENDAR 

OCTOBER  31:  Selectmen  -  Begin  establishing  next 
fiscal  years  budget  guidelines  and  reguesting  de- 
partment budgets. 

NOVEMBER  1 :  Treasurer  -  Deadline  for  payment  of 
first  half  of  county  tax 

NOVEMBER  1 :  Taxpayer  -  Deadline  for  payment  of 
1  St  half  tax  bill.  According  to  MGL  59,  section  57,  this 
is  the  deadline  for  payment  of  1  st  half  tax  bills  without 
interest,  unless  bills  were  mailed  after  October  1 ,  in 
which  case  payment  is  due  30  days  after  such  mail- 
ing. 

NOVEMBER  1 5:  Treasurer  -  First  guarter  reconcili- 
ation of  cash  (due  45  days  after  end  of  guarter) .  Cash 
reconciliation  is  the  process  of  comparing  the  Treas- 
urer's accounts  with  the  Accountant's  accounts  for 
consistency.  If  there  appears  to  be  a  pattern  of 
disagreement  between  the  Accountant's  and  Treas- 
urer's figures  (i.e.,  non-reconciliations),  DOR's  Bu- 
reau of  Accounts  assists  in  resolving  the  problem. 

Reconciliations  must  be  done  at  least  every  quarter. 
Monthly  reconcBiations  are  recommended  since  waiting 
too  long  may  make  the  task  very  difficult.  These 
reports  are  helpful  in  monitoring  the  cash  practices  of 
financial  offices.  If  the  Accountant  and  Treasurer  are 
not  consistently  reconciling  accounts,  the  Selectmen 
should  inquire  as  to  the  reasons. 


OFFICIALS  REACT  TO  ADVISOR  REASSIGNMENT 


In  1989,  the  Division's  Bureau  of  Accounts  imple- 
mented a  regional  staffing  plan  under  which  each 
community  was  assigned  its  own  BOA  advisor.  Through 
this  program,  DLS  sought  to  provide  more  special- 
ized service  to  each  city  and  town  and  to  encourage 
a  closer  working  relationship  between  local  officials 
and  the  Division. 

This  approach  worked  almost  too  well.  When  budget 
constraints  and  limited  staff  necessitated  the  reas- 
signment of  BOA  personnel  to  different  communities, 
we  were  oven^^helmed  by  the  response  from  local  of- 
ficials. Apparently,  they  had  grown  so  attached  to 


their  original  advisors  that  they  didnt  want  to  switch! 

While  DLS  would  like  to  honor  requests  by  local 
officials  to  retain  their  original  advisors,  we  feel  that 
changing  the  current  regional  plan  would  disrupt 
service  provision.  We  are  confident  that  each  local 
government  will  quickly  establish  an  excellent  rap- 
port with  its  new  BOA  advisor  and  we  thank  those  of 
you  who  wrote  to  protest  the  reassignment.  Your 
complaints  speak  very  highly  of  the  advisors  them- 
selves and  are  evidence  that  BOA's  regional  staffing 
plan  is  a  success! 


Division  of  Local  Services 


CFTY  &  Town,  September  1 991 


FOCUS 


ON  MUNICIPAL 
FINANCE 


Local  Aid:  The  Current  Picture 


For  three  consecutive  years,  there  have  been  sub- 
stantial cuts  in  the  total  amount  of  Cherry  Sheet  Aid 
being  distributed  to  cities,  towns  and  regional  school 
districts.  Local  officials  often  point  to  the  declines  in 
their  communities'  aid  to  substantiate  claims  that  they 
are  not  receiving  enough  from  the  state.  In  such 
cases,  it  is  easy  for  officials  to  lose  track  of  the  fact  that 
state  aid  is  an  exercise  in  allocating  scarce  resources 
equitably  among  all  of  the  commonwealth's  commu- 
nities. 

No  objective  standard  or  clear  consensus  exists  that 
identifies  the  ideal  level  at  which  the  state  should 
fund  local  aid.  We  also  lack  agreement  on  a  com- 
pletely fair  way  to  distribute  it  among  communities.  In 
order  to  help  policy  makers,  officials  and  taxpayers 
make  their  own  judgments  about  the  equitability  of 
current  allocations,  this  FOCUS  examines  the  amount 
each  city  and  town  is  scheduled  to  receive  in  FY92 
Cherry  Sheet  Aid,  as  well  as  its  indirect  benefit  from 
payments  to  any  regional  school  districts  to  which  it 
may  belong. 

Defining  State  Aid 
This  FOCUS  defines  state  aid  as  FY92  total  Cherry 
Sheet  receipts.  It  includes  all  twenty-one  of  the 
funded  items  on  the  municipal  and  regional  school 
Cherry  Sheets.  Many  of  these  programs  differ  in  their 
approach  to  equity;  for  some  programs,  equalization 
is  not  a  goal.  However,  most  of  FY92  local  aid  is 
derived  from  accounts  in  which  the  formulas  benefit 
municipalities  and  regions  with  lower  property  values 
and/or  greater  need.  These  accounts  include  Chap- 
ter 70  School  Aid,  Additional  Assistance,  Lottery, 
Highway  Fund,  and  Chapter  71  Regional  School  Aid. 
In  addition  to  these,  several  of  the  big  ticket  items 
comprising  the  "other*  categories  on  the  graph  also 
have  formulas  that  rely  upon  need  or  revenue-capac- 
ity, such  as  School  Building  Assistance  and  Equal 
Education  Opportunity  grants. 

Often  ignored  in  analyses  of  local  aid  is  the  impact  of 
payments  to  regional  school  districts.  This  analysis 
shows  the  hypothetical  benefit  to  communities  of  aid 
to  all  regional  school  districts  to  which  they  belong. 


This  benefit  is  calculated  by  multiplying  a  region's 
total  FY92  Cherry  Sheet  receipts  by  its  member  com- 
munities' shares  of  total  enrollment  as  of  October  1 , 
1 990  (provided  by  the  Massachusetts  Department  of 
Education).  A  community's  local  "share"  of  payments 
to  regions  is  the  combined  calculated  benefit  from  all 
of  the  districts  to  which  it  belongs. 

Findings 

Each  community's  municipal  Cherry  Sheet  Aid  and 
share  of  regional  aid  are  added  together  in  Table  1  to 
arrive  at  a  combined  FY92  amount.  This  is  then 
expressed  in  per  capita  terms  and  ranked  from  high 
to  low.  The  state  average  aid  per  capita  is  $386.83. 
The  five  highest  and  lowest  ranked  communities  are: 


Highest 

Wendell 
Oakham 
Holyoke 
Middlefield 
New  Braintree 


Lowest 

$806.35  Chatham  $30.99 

$789.95  Gosnold  $50.48 

$786.80  Rowe  $57.26 

$784.21  Manchester  $71 .57 

$778.95  Marblehead  $81 .38 


The  impact  of  including  the  indirect  benefit  from 
regional  districts  is  made  clear  in  Chart  1,  which 
shows  the  average  for  the  seven  "Kinds  of  Commu- 
nity" groups.  Small  rural  communities  have  the  most 
combined  aid  of  any  group  ($482.07),  but  three/fifths 
of  this  amount  ($294.15)  is  due  to  their  share  of 
regional  aid.  Urbanized  centers  receive  far  more 
municipal  aid  ($418.00)  than  any  other  group,  but 
because  they  tend  to  operate  their  own  k-12  school 
systems,  their  average  share  of  regional  aid  is  very 
low  ($23.18). 

The  same  effect  is  seen  if  one  looks  at  population 
groups.  The  largest  municipalities  (50,000  popula- 
tion and  above)  receive  the  most  combined  aid 
($453.35),  but  only  $18.23  of  this  is  from  participation 
in  regional  districts.  On  the  other  hand,  the  smallest 
towns  (less  than  2,000  population)  receive  nearly  as 
much  ($436.30)  as  the  large  cities.  Again,  $260.44  of 
that  amount  is  from  regions.  These  two  (cont.onp.6) 
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CITY  &  Town  FOCUS  continued. 


analyses  would  appear  to  indicate  that  the  size  of  a 
community  is  not  a  prime  determinant  of  the  amount 
it  receives  from  the  state. 

A  measure  frequently  used  to  analyze  the  equitability 
of  aid  is  income  per  capita.  It  relates  to  the  fairness 
of  an  allocation  because  residents  in  communities 
with  higher  income  levels  have  greater  ability  to  pay 
for  services  without  state  intervention.  Although  in- 
come itself  is  seldom  incorporated  into  the  various 
formulas  that  calculate  entitlements  in  the  different 
Cherry  Sheet  programs,  there  is  a  clear  inverse  rela- 
tionship when  cities  and  towns  are  grouped  accord- 
ing to  1 987  income  per  capita.  The  poorest  group  of 
communities  (less  than  $12,000  per  capita)  average 
nearly  three  times  more  aid  ($51 1 .29to$1 80.22)  than 
the  wealthiest  group  ($1 8,000  and  above).  This  rela- 
tionship does  not  appear  to  be  influenced  by  partici- 
pation in  regional  districts;  the  split  between  munici- 
pal and  regional  aid  is  approximately  the  same  among 
all  five  groups. 

Conclusions 

It  is  important  to  keep  in  mind  that  FY92  Cherry  Sheet 
amounts  for  a  number  of  programs  represent  a  leg- 
acy going  back  to  the  1 970's.  Since  that  time,  hold 
harmless  provisions  have  limited  the  equalizing  im- 
pact of  some  of  the  major  formulas,  especially  those 
calculating  Resolution  Aid  (Chapter  70  and  Addition- 


al Assistance).  In  the  past  three  years,  there  has 
been  little  opportunity  for  even  the  incremental  equal- 
izing that  occurred  during  the  1 980's,  when  previous 
year's  aid  amounts  were  often  used  as  a  base  and 
new  aid  was  calculated  using  needs-based  formulas. 
Starting  in  FY90,  Resolution  Aid  has  been  cut  each 
year  with  a  different  approach  being  used  to  calcu- 
late the  cut  every  time.  Other  formulas,  such  as  Lot- 
tery, Highway  Fund,  and  EEC  Grants,  have  also  ex- 
perienced restrictions  that  negate  their  potential  to 
influence  equity. 

The  simple  analyses  above  indicate  that  the  current 
FY92  Cherry  Sheet  picture  does  not  appearto  benefit 
larger  communities  much  more  than  smaller  ones, 
but  that  the  allocation  of  aid  does  appear  to  be 
inversely  linked  to  ability  to  pay.  Whether  or  not  this 
represents  an  equitable  distribution  is  largely  in  the 
eye  of  the  beholder,  and  is  a  function  notjust  of  which 
towns  receive  more  or  less,  but  also  whether  the  total 
amount  distributed  is  perceived  as  fair. 

Chart  1  below  uses  "Kind  of  Community"  to  illustrate 
state  aid  per  capita.  Chart  2  uses  income  group  to 
define  aid  per  capita.  As  noted  earlier,  our  "351  "print- 
out provides  the  FY92  aid  per  capita  to  be  received  by 
each  community.  This  FOCUS  was  prepared  by 
Roger  Hatch  of  the  Municipal  Data  Management  and 
Technical  Assistance  Bureau. 


Aid  by  Kind  of  Community 


Kind  of  Community 
Urbonized  Centers 
Economic  Suburbs 

Growth  Communities  | 
Residentiol  Suburbs 

Rural  Economic  Ctrs 
Small  Rural  Towns 
Resort/Retirement  I 


I  Municipal  Aid 
Regional  Aid 


200  300  400 

Aid  Per  Capita 


Aid  by  Income  Group 


Aid  Per  Capito 

600  - 

511.3 

500  - 

400  - 

375.7 

300  - 

mi 

200  - 

100  - 

Regional  Aid 
Municipal  Aid 


0-11.999      12K-13.999    14K-15,999    16K-17.999      18.000  + 

Income  Group 
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IN  OUR  OPINION  continued... 

Q.  May  the  assessors  grant  a  Clause  37  blindness 
exemption  merely  upon  the  presentation  of  a  doctor's 
letter? 

A.  No.  The  applicant  must  file  an  application  for 
exemption  every  year.  There  are  certain  other  re- 
quirements as  well: 

1 .  The  blind  person  must  own  real  property  sepa- 
rately or  jointly  or  as  a  tenant  in  common. 

2.  The  blind  person  must  occupy  the  real  estate  as 
his/her  domicile. 

3.  The  applicant  must  be  legally  blind  according  to 
the  specifications  of  the  Commission  for  the  Blind 
and  must  furnish  a  certificate  from  this  Commission. 
The  Department  of  Revenue  has  held  that  a  first  year 
applicant,  if  not  yet  registered  with  the  Commission 
for  the  Blind,  may  submit  a  letter  from  a  reputable 
physician  which  certifies  that  the  person  is  blind  as 
evidence  of  eligibility. 

4.  The  applicant  must  submit  proof  annually,  i.e.,  a 
certificatefrom  the  Commission  for  the  Blind.  Eligibil- 
ity for  exemption  is  determined  as  of  July  1 . 

Q.  May  the  assessors  grant  an  extension  for  acting 
on  an  abatement  or  exemption  application? 


A.  Yes.  Chapter  59,  section  64  provides  that  timely 
filed  applications  are  deemed  denied  if  not  acted 
upon  within  three  months  from  the  date  of  filing.  Prior 
to  the  expiration  of  this  three-month  period,  an  exten- 
sion may  not  be  granted  "except  with  the  written 
consent  of  the  applicant."  Of  course,  no  extension 
may  ever  be  granted  for  the  filing  of  an  abatement  or 
exemption  application. 

Q.  Is  a  new  owner  who  paid  certain  bills,  which  were 
inadvertently  not  included  on  a  municipal  lien  certifi- 
cate, entitled  to  a  refund? 

A.  No.  Chapter  60,  section  23  of  the  General  Laws 
provides  that  a  duly  recorded  lien  certificate  shall 
operate  to  discharge  the  subject  parcel  from  liens  for 
all  taxes,  assessments,  rates  and  charges  which  do 
not  appear  by  said  certificate  to  constitute  liens  thereon. 
The  duly  recorded  lien  certificate  does  not  discharge 
the  obligation;  it  merely  discharges  the  lien.  Even 
though  the  liens  are  now  discharged,  they  were  valid 
commitments  and  there  is  no  statutory  basis  for 
abatement  or  refund. 


DLS  TO  RELEASE  CHERRY  SHEET  MANUAL 


The  Division  of  Local  Services  will  publish  its  FY92 
Cherry  Sheet  Program  Manual  to  guide  local  officials 
and  others  involved  in  municipal  finance  through  the 
FY92  Cherry  Sheet.  The  last  publication  of  this  kind 
was  produced  for  Fiscal  Year  1 990. 

The  Manual  provides  information  on  each  of  the 
programs  in  the  FY92  Municipal  and  Regional  School 
Cherry  Sheets.  The  Cherry  Sheet  packages  provide 
each  community  with: 

1 )  official  notification  by  the  Commissioner  of  Revenue 
of  the  estimated  receipts  to  be  paid  to  the  community 
by  the  state  during  the  next  fiscal  year; 

2)  official  notification  of  the  estimated  assessments 
and  charges  that  the  community  must  pay  for  services 


provided  by  other  levels  of  government  for  the  next 
fiscal  year  and: 

3)  official  notification  of  the  estimated  receipts  and 
adjustments  for  regional  school  districts.  This  form 
is  sent  to  the  superintendent  of  each  regional  school 
and  copies  are  provided  to  member  communities. 
The  Fiscal  Year  1 992  Cherry  Sheets  represent  over 
$2  billion  in  local  aid. 

Copies  of  the  fy92  Cherry  Sheet  Program  Manual 
be  sent  to  the  mayor's  office  in  each  city  and  to  the 
selectmen's  office  in  each  town.  We  expect  to  mail 
the  manuals  out  within  the  next  month.  For  more 
information,  or  if  you  would  like  to  reserve  a  copy, 
please  contact  Kathleen  Maillet  at  (617)  727-2300. 


CfTY  &  Town,  September  1991 


Division  of  Local  Services 


DATA  BANK  HIGHLIGHT 


The  Municipal  Data  Bank  is  a  clearinghouse  for  a  wide  variety  of  municipal  financial  and  socioeconomic  data.  This 
information  can  be  obtained  on  printouts  or  diskettes  (61 7)  727-2300  ext.  476  as  well  as  via  computer  modem  on  the 
Online  Data  Access  System  (61 7)  227-6533. 

The  Data  Bank's  newest  report  compares  communities'  school  and  total  expenditures  from  the  general  fund,  from 
FY85  through  FY90.  Also  shown  is  the  Department  of  Education's  Integrated  Operating  Cost  Per  Pupil  over  the  same 
period.  The  report  can  be  run  for  any  number  of  the  state's  351  municipalities. 
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QTB  COMMUNITIES  BORROW  LESS 


Revenue  anticipation  borrowing  among  commmuni- 
ties  using  quarterly  tax  bills  has  decreased  dramati- 
cally, according  to  data  collected  by  the  Division  of 
Local  Services.  A  comparison  of  revenue  anticipa- 
tion loans  for  FY90  and  FY91  for  communities  issuing 
quarterly  tax  bills  during  FY91  indicates  that  such 
borrowing  decreased  by  87.5%  during  this  time. 


ing  decreased  between  FY90  and  FY91  from  a  low 
of  42.9%  in  one  community  to  as  high  as  90.%  in 
another.  In  only  one  case  did  the  amount  increase 
(by  2.9%).  The  remaining  eleven  communities  using 
quarterly  tax  bills  did  not  borrow  in  anticipation  of 
revenue  for  FY90  or  for  FY91 .  A  printout  of  this 
comparison  has  been  provided  on  page  7. 


Legislation  enacted  in  1 989  enabled  communities  to 
adopt  quarterly  tax  bills  as  an  alternative  to  biannual 
billing,  beginning  July  1,  1990.  Early  indications  by 
cities  and  towns  using  this  option  suggest  that  this 
law  (Chapter  645,  section  41  of  the  Acts  of  1 989)  has 
achieved  its  purpose  which  was  to  give  municipalities 
the  flexibility  to  save  money  on  borrowing  while  in- 
creasing interest  earnings. 

The  efforts  of  local  assessors  and  collectors  com- 
bined with  taxpayer  acceptance  have  made  quarterly 
tax  billing  a  success  and,  quite  possibly,  have  directly 
saved  jobs  and  public  services  by  improving  cash 
flow  in  their  communities. 

Simply,  quarterly  tax  billing  means  collecting  the 
property  tax  four  times  a  year  rather  than  twice. 
Quarterly  tax  billing  does  not  necessarily  require  bills 
to  be  mailed  four  times  a  year.  Some  communities 
issue  bills  twice,  but  include  bill  notices  forthe  subse- 
quent payment.  The  first  two  payments  under  the 
quarterly  system  are  equal  to  one  half  of  the  prior 
year's  bills.  The  final  two  quarters  represent  the 
actual  tax  payments  owed  minus  the  first  and  second 
payments. 

Of  the  36  communities  that  had  a  quarterly  billing 
system  in  place  for  FY91 , 1 7  that  borrowed  in  antici- 
pation of  revenue  in  FY90  did  not  have  to  do  so  in 
FY91 .  For  the  nine  communities  that  needed  reve- 
nue anticipation  loans  in  FY90  and  in  FY91,  the 
amount  borrowed  dropped  significantly.  As  shown 
on  the  chart  on  page  7,  revenue  anticipation  borrow- 


In  addition  to  increasing  investment  income  and/or 
reducing  tax  anticipation  borrowing  costs,  instituting 
a  quarterly  system  can  benefit  communities  by... 
1)  Regulating  the  business  cycle:  the  first  two  bills 
would  be  estimated  so  the  tax  cycle  would  become 
standardized;  2)  Avoiding  interest  rebates  required 
by  the  Tax  Reform  Act  of  1 986:  municipalities  are  re- 
quired to  rebate  interest  earned  from  borrowing  over 
a  certain  level  to  the  federal  government.  Quarterly 
tax  billing  reduces  tax  anticipation  borrowing;  thus 
keeping  municipalities  below  this  level  and;  3)  Re- 
ducing borrowing  costs  for  big  borrowers,  allowing 
them  to  issue  "Bank  Qualified  bonds  and  notes"  more 
easily,  thereby  reducing  borrowing  costs  for  tax  an- 
ticipation notes. 

In  addition  to  the  36  communities  using  QTB's  in 
FY91 ,  70  others  have  adopted  them  to  date  and  will 
begin  using  quarterly  tax  billing  in  FY92  and  FY93. 
This  means  that  almost  one  third  of  Massachusetts' 
cities  and  towns  have  adopted  quarterly  tax  billing  to 
date.  Treasurers  in  larger  communities  report  that 
collecting  the  property  tax  four  times  a  year  has 
enabled  them  to  significantly  increase  their  interest 
earnings.  Danvers  Treasurer  Joe  Collins  reports  that 
his  town  realized  about  $1 85,000  in  income  and  calls 
quarterly  tax  billing  an  "unqualified  success".  Fram- 
ingham  has  earned  over  $300,000  in  interest,  accord- 
ing to  Treasurer  Don  Croatti. 

Not  every  community  has  the  ability  to  earn  such 
large  sums  of  interest.  For  them,  the  real  benefit  is 

(continued  on  page  7) 


Mitchell  Adams,  Commissioner 


Leslie  A.  Kirwan,  Deputy  Commissioner 
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Division  of  Local  Services 


DOR  RELEASES  1990  ROOM  OCCUPANCY 

REVENUE  REPORT 


The  Department  of  Revenue  has  issued  The  Room 
Occupancv  Revenue  Report  for  351  Cities  and  Towns. 
Fiscal  Year  1 990  to  help  communities  determine  the 
amount  of  revenue  they  could  receive  from  the  local 
room  occupancy  excise. 

This  report  provides  information  on  local  room  occu- 
pancy collections  for  communities  which  had  adopted 
the  excise  by  July  1 , 1 989.  The  report  also  provides 
estimates  of  the  amount  of  local  room  occupancy  tax 
which  DOR  would  have  collected  for  those  non- 
adopting  localities  if  they  had  adopted  the  tax  by  July 
1,  1989. 

In  FY90,  225  communities  had  rents  which  could  be 
taxed  under  a  local  room  occupancy  excise.  As  of 
April  1 991 , 1 35  communities  had  adopted  the  excise. 
(Four  communities  without  capacity  have  adopted 
the  excise.) 


There  are  124  communities  with  local  room  occu- 
pancy capacity  that  have  not  adopted  the  excise. 
Copies  of  the  report  were  sent  to  local  assessors, 
mayors  and  selectmen.  If  you  would  like  a  copy, 
contact: 

Brenda  L.  McConville 
Revenue  Accounting  Bureau 
Massachusetts  Department  of  Revenue 
1 00  Cambridge  Street,  Room  300 
Boston,  MA  02204 
(617)  727-4456 

For  information  on  how  to  adopt  the  local  room 
occupancy  excise,  contact: 
Julie  Slavet 

Division  of  Local  Services,  Mass.  Dept.  of  Revenue 
200  Portland  Street 
Boston,  MA  02114-1715 
(617)  727-2300 


IN  OUR 

One  of  the  most  important  functions  of  the  Division's 
Property  Tax  Bureau  is  to  provide  legal  guidance  to 
local  officials  in  municipal  finance  matters.  Below  are 
some  actual  inquiries  sent  in,  accompanied  by  re- 
sponses from  the  Division's  legal  experts. 

Q:  May  a  municipality  impose  an  income  tax  on 
its  residents? 

A:  No.  The  power  of  municipalities  to  levy  taxes 
derives  from  the  commonwealth.  The  legislature  has 
expressly  authorized  communities  to  assess  prop- 
erty taxes,  and  various  kinds  of  excise  taxes  (motor 
vehicle,  boat,  hotel-motel,  etc.).  The  legislature  had 
not  authorized  communities  to  impose  income  taxes. 

Q:  Which  board  or  office  has  the  responsibility 
of  determining  "parties  in  interest"  in  zoning  cases? 
A:  By  statute  (G.L  Ch.  40A  sec.  1 1),  the  legisla- 
ture imposed  upon  the  assessors  the  obligation  to 
certify  the  parties  in  interest  and  thereby  intended 
that  the  assessors  would  determine  which  landown- 
ers met  the  statutory  definition  of  a  party  in  Interest. 
The  rationale  presumably  is  that  the  assessors  have 
better  records  concerning  property  ownership,  and 


more  expertise  than  other  town  boards  in  dealing 
with  such  questions.  If  the  assessors  could  insist  that 
the  Board  of  Appeals,  for  instance,  perform  this  work 
with  the  assessors  by  simply  signing  the  list  pro- 
duced, then  the  assessors'  certification  would  be  a 
mere  formality. 

Q:  What  information  should  be  contained  in  a 
voucher  to  enable  the  town  accountant  to  authorize 
payment? 

A:  A  description  of  the  goods  or  a  specific  itemi- 
zation of  the  services  should  be  provided.  By  statute 
(G.L.  Ch.  41  sec.56),  the  town  accountant  "may  disal- 
low and  refuse  to  approve  for  payment,  in  whole  or  in 
part,  any  claim  as  fraudulent,  unlawful  or  excessive..." 
TTie  town  accountant,  therefore,  must  ascertain  whether 
the  charges  are  proper.  He  may  "investigate  every 
item  of  every  bill  if  necessary,  and  refuse  to  sanction 
payment  of  a  bill  if  such  course  seems  to  him  to  be 
necessary."  Treasurer  of  Rowley  v.  Town  of  Rowley. 
393  Mass.  1  (1984).  Accordingly,  prior  to  the  ap- 
proval of  any  bill,  the  accountant  may  insist  upon  a 
complete  itemization  together  with  reasonable  sup- 
porting documentation. 


Division  of  Local  Services 
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FOCUS 


THE  STABIL 

LEGISLATIVE  UPDATE 

An  outside  section  of  Cinapter  1 38  of  the  Acts  of  1 991 
(the  FY92  State  budget)  modifies  limitations  on  the 
Stabilization  Fund  appropriation  process  by  ena- 
bling communities  to  appropriate  from  this  fund  for 
any  non-capital,  lawful  purpose  without  Emergency 
Finance  Board  approval  (section  333).  Beginning  in 
FY92,  the  Stabilization  Fund  will  thus  become  a  source 
of  revenue  for  general  operating  expenses  for  com- 
munities. 

Information  on  this  and  other  municipal  finance  pro- 
visions in  the  budget  is  included  with  each  municipal- 
ity's Cherry  Sheet  package.  You  will  find  it  under  the 
heading  "State  Budget  Provisions  Affecting  Munici- 
pal and  Regional  School  Finances." 

BACKGROUND 

Massachusetts  communities  are  permitted  by  Chap- 
ter 40,  section  5B  to  appropriate  an  amount  of  money 
each  year  to  be  held  in  a  fund  known  as  the  "Stabili- 
zation Fund."  A  community  may  use  the  Stabilization 
Fund  to  finance  any  capital  expenditure  for  which  it 
would  borrow  (according  to  Chapter  44,  sections  7 
and  8  of  the  General  Laws). 

The  Stabilization  Fund  is  a  mechanism  for  setting 
aside  money  for  capital  projects.  It  equalizes  the 
effect  of  capital  expenditures  over  time,  as  capital 
appropriations  can  change  considerably  from  year  to 
year.  The  balance  in  the  fund  will  build  up  during 
years  when  expenditures  for  capital  items  are  low. 
During  years  with  high  capital  expenditures,  the 
community  will  transfer  money  from  the  fund  to  re- 
duce the  project's  impact  on  the  tax  rate  or  the 
amount  of  borrowing  required  for  the  project. 

Capital  planning  is  an  important  municipal  function, 
especially  in  times  of  limited  resources.  A  Stabiliza- 
tion Fund  can  be  an  integral  component  of  a  commu- 
nity's Capital  Improvements  Program  (CIP).  A  Capital 
Improvements  Program  enables  communities  to  ef- 
fectively plan,  finance  and  implement  capital  improve- 
ments. Prepared  on  a  five-year  basis,  such  a  plan 
keeps  capital  "surprises"  and  Town  Meeting  "wish 
lists"  from  being  regular  occurances. 


ON  MUNICIPAL 
FINANCE 


TION  FUND 

A  Capital  Improvements  Plan  can  maximize  stability 
in  both  the  capital  appropriations  process  and  overall 
municipal  appropriations  process.  It  can  help  com- 
munities plan  for  borrowing  and  taxation  levels.  As 
communities  face  revenue  constraints,  such  stability 
is  especially  valuable. 

A  community  may  appropriate  up  to  1 0%  of  Its  tax  levy 
each  year,  as  long  as  the  balance  in  the  Stabilization 
Fund  does  not  exceed  1 0%  of  the  community's  equal- 
ized valuation.  Interest  earned  on  any  fund  balance 
is  retained  as  part  of  the  fund. 

Appropriations  into  a  Stabilization  Fund  can  be  made 
at  either  an  annual  or  special  town  or  district  meeting. 
Chapter  94  of  the  Acts  of  1 985  permits  appropriations 
to  be  made  from  a  Stabilization  Fund  at  a  special  town 
or  district  meeting,  not  just  at  the  annual  meeting. 
Regardless  of  the  timing,  appropriations  from  the 
Stabilization  Fund  require  a  two  thirds  vote  by  the 
appropriating  authority.  Until  the  FY92  state  budget, 
a  community  could  only  appropriate  from  the  Stabili- 
zation Fund  for  a  non-capital  purpose  with  the  ap- 
proval of  the  Emergency  Finance  Board. 

For  more  information  on  how  to  develop  a  capital 
improvements  program  and/or  a  Stabilization  Fund, 
or  to  obtain  a  copy  of  the  manual,  Developing  a 
Capital  Improvements  Program,  contact  Frederick 
Kingsley,  Section  Chief,  Technical  Assistance  Unit, 
Division  of  Local  Services,  (617)  727-2300. 


FINDINGS 

This  FOCUS  examines  communities'  Stabilization  Fund 
balances  in  FY88,  FY89  and  FY90  as  reported  on  the 
Schedule  A.  These  year-end  balances  reflect  Stabi- 
lization Fund  activity  during  the  fiscal  year...  both 
appropriations  into  and  appropriations  from  each 
community's  Stabilization  Fund. 

Statewide,  communities  reported  Stabilization  Fund 
balances  of  $98.3  million  in  FY88,  $105.4  million  in 
FY89,  and  $95.8  million  in  FY90.  Stabilization  Funds 
have  increased  each  year,  from  $48  million  in  FY83  to 
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CITY  &  Town  FOCUS  continued 


$105.4  m'lion  in  Pi^89.  Stabilization  Funds  decreased 
for  the  first  time  between  FY89and  FY90,  dropping  by 
9.1%  to  $95.8  million. 

In  FY88,  297  communities  had  Stabilization  Fund 
balances,  while  in  FY89,  302  communities  had  bal- 
ances. In  FY90,  304  communities  had  balances. 

Total  Stabilization  Funds  per  capita  averaged  $1 5.92 
in  FY90.  Statewide,  Stabilization  Funds  averaged 
1 .0%  of  total  municipal  budgets  in  FY90. 


The  decrease  in  Stabilization  Funds  statewide  may 
indicate  that,  because  of  the  difficult  fiscal  situation  at 
the  local  level,  communities  are  beginning  to  appro- 
priate fewer  dollars  into  Stabilization  Funds  while  at 
the  same  time  drawing  from  Stabilization  Funds  for 
capital  projects. 

We  will  be  able  to  assess  the  impact  of  the  amended 
Stabilization  Fund  appropriation  process  as  commu- 
nities set  their  FY92  tax  rates. 


Year 

Statewide  Total 

FY83 

$  48,022,690 

FY84 

55,145,521 

FY85 

63,966,641 

FY86 

64,755,107 

FY87 

75,796,021 

FY88 

98,342,800 

FY89 

105,406,093 

FY90 

95,767,541 

FY88  and  FY89  data  include  all  351  communities; 
FY90  data  include  345  communities.  The  Schedule  A 
is  the  primary  source  of  Stabilization  Fund  data. 

If  a  community  does  not  show  a  Stabilization  Fund 
balance  for  FY88  or  FY89,  it  indicates  that:  (1)  the 
community  has  a  zero  balance  in  the  Fund  or  (2)  the 
community  has  not  established  a  Stabilization  Fund. 


A  single  asterisk(*)  on  our  centerfold  table  indicates 
that  the  community  has  not  filed  a  Schedule  A  for 
FY90.  Adoubleasterisi<(**)  indicatesthat  the  source 
of  the  community's  FY90  Stabilization  Fund  data  is 
the  balance  sheet. 

The  chart  below  illustrates  total  Stabilization  Fund 
balances  statewide,  FY83  through  FY90. 
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QTB'S  CAN  REDUCE  REVENUE  ANT 

through  reduced  or  eliminated  tax  anticipation  bor- 
rowing costs.  Marshfield  Treasurer  Dorothy  Shanley 
claims  that  her  town  saved  approximately  $60,000  on 
tax  anticipation  borrowing. 

Statewide,  a  total  of  206  communities  borrowed  in 
anticipation  of  revenue.  Of  these,  67%  (138  commu- 
nities) used  a  biannual  billing  system,  29%  (59  com- 
munities) used  estimated  tax  bills  with  a  biannual 
system.  The  nine  communities  on  quarterly  billing 
systems  that  borrowed  in  anticipation  of  revenue  for 
FY91  represent  only  4%  of  the  cities  and  towns  taking 
out  revenue  anticipation  loans  in  fiscal  year  91. 


ION  BORROWING.,  continued  from  page  1 

Borrowing  money  costs  money.  With  municipal  funds 
as  tight  as  they  are,  cities  and  towns  need  to  explore 
every  possible  way  to  improve  cash  flow.  The  data  we 
have  collected  so  far  strongly  indicate  that  quarterly 
tax  bills  have  proven  to  be  an  effective  way  for  com- 
munities to  gain  more  control  over  their  cash  flow. 
For  more  information  on  quarterly  tax  billing  for  your 
community,  please  contact  your  Bureau  of  Accounts 
representative  at  (61 7)  727-2300.  Special  thanks  to 
George  Zoukee  and  Hugh  Reilly  for  their  contribu- 
tions to  this  project. 


COMPARISON  OF  REVENUE  ANTICIPATION  LOANS  IN  FY90  AND  FY91  FOR  COMMUNITIES  ISSUING  QTBS 

INFY91 

TOWN/CITY 

TOTAL  FY  1990 

TOTAL  FY  1991 

%  CHANGE 

ACTON 

7,300,000 

0 

-100.0% 

ANDOVER 

9,500,000 

900,000 

-90.5% 

BRIMFIELD 

500,000 

0 

-100.0% 

CHELMSFORD 

6,500,000 

0 

-100.0% 

CHELSEA 

7,000,000 

2,600,000 

-62.9% 

Unto  1 tn 

C>U4,UUU 

1  OU,UVAJ 

CLARKSBURG 

450,000 

0 

-100.0% 

DANVERS 

0 

0 

EASTON 

1 ,500,000 

0 

-100.0% 

FRAMINGHAM 

7,000,000 

0 

-100.0% 

HAMILTON 

4,000,000 

1,000,000 

-75.0% 

HOLLISTON 

4,500,000 

1,000,000 

-77.8% 

LONGMEADOW 

4,900,000 

0 

-100.0% 

LYNNFIELD 

3,000,000 

0 

-100.0% 

MALDEN 

0 

0 

MANCHESTER 

2,200,000 

0 

-100.0% 

MARBLEHEAD 

0 

0 

MARSHFIELD 

3,000,000 

0 

,  -100.0% 

MILLVIILLE 

0 

0 

NATICK 

0 

0 

NEEDHAM 

0 

0 

NEWBURYPORT 

2,000,000 

500,000 

-75.0% 

NORTH  ANDOVER 

3,500,000 

2,000,000 

-42.9% 

NORTH  BROOKFIELD 

750,000 

0 

-100.0% 

NORTH  READING 

1,000,000 

0 

-100.0% 

NORTHBOROUGH 

3,500,000 

3,600,000 

2.9% 

PELHAM 

0 

0 

READING 

0 

0 

SAUGUS 

4,000,000 

0 

-100.0% 

SOUTHBOROUGH 

1 ,800,000 

0 

-100.0% 

SUDBURY 

1 1 ,000,000 

0 

-100.0% 

SWAMPSCOTT 

4,000,000 

0 

-100.0% 

UPTON 

250,000 

0 

-100.0% 

WATERTOWN 

0 

0 

WAYLAND 

0 

0 

WELLESLEY 

0 

0 

TOTALS 

93,754,000 

1 1 ,750,000 

-87.5% 
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MUNICIPAL  FISCAL  CALENDAR 


SEPTEMBER  15:  Treasurer  -  Cash  Management 
Achievement  Reports 

These  reports  are  used  to  monitor  local  cash 
and  investment  practices.  DOR  requests  information 
regarding  the  amount  of  money  invested  annually, 
the  rate  of  return  earned  by  the  town  and  any  com- 
pensating balances  the  town  may  maintain  in  banks. 

Although  this  is  not  an  absolute  measure  of 
investment  performance,  this  information  can  be  useful 
not  only  as  a  measure  of  the  rate  of  return  on  invest- 
ments by  a  municipality,  but  it  also  allows  the  town  to 
review  its  cash  management  practices  and  invest- 
ment policies  and,  if  desired,  to  make  adjustments  to 
bring  about  increased  returns. 


SEPTEMBER  15:  Accountant  -  Suggested  date  for 
completing  Balance  Sheet  for  prior  fiscal  year 

According  to  MGL  Chapter  44,  section  56, 
the  balance  sheet  must  be  submitted  to  the  DOR  on 
or  about  this  time.  DOR  certifies  free  cash  based  on 
its  review  of  the  balance  sheet.  Submission  of  the 
balance  sheet  is  critical  because  only  after  free  cash 
is  certified  by  DOR  may  it  be  appropriated  by  town 
meeting. 
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NEW  LEADERSHIP  FOR  DLS 


Three  months  ago,  Revenue  Commissioner  Mitchell 
Adams  announced  the  appointment  of  Leslie  Kirwan  as 
Deputy  Commissioner  for  the  Division  of  Local  Services. 
During  the  interim  between  the  departure  of  the  former 
deputy  commissionerandthis  appointment,  Leslie  served 
as  Deputy  Commissioner  in  an  acting  capacity.  During 
that  time,  she  worked  on  a  number  of  critical  issues, 
including  DOR's  ongoing  efforts  to  helpthe  city  of  Chelsea 
establish  fiscal  stability.  Commissioner  Adams  has  been 
"repeatedly  impressed  with  Leslie's  professionalism  and 
skill  in  addressing  such  sensitive  issues  at  a  time  when 
municipalities  are  struggling  to  stay  afloat." 

The  Commissioner  has  called  Leslie's  grasp  of  the  tech- 
nical details  of  local  finance  "exceptional"  in  his  appoint- 


ment announcement.  Even  more  importantly,  Ms.  Kinwan 
understands  the  difficult  financial,  political  and  manage- 
rial realities  facing  many  cities  and  towns  right  now.  She 
possesses  the  ability  to  translate  this  understanding  of 
local  fiscal  affairs  into  concrete  practical  assistance. 

Leslie  Kirwan  joined  the  Department  in  1 984  after  receiv- 
ing her  Master's  in  Public  Policy  from  Harvard's  Kennedy 
School  of  Government.  She  worked  closely  with  then 
Deputy  Commissioner  Ed  Collins,  first  as  his  Executive 
Assistant  and  later  as  the  Director  of  Program  Planning 
and  Analysis.  Under  Leslie's  guidance,  municipalities 
received  a  broad  array  of  research  and  analysis  findings 
on  local  finance  issues.  Her  unit  also  played  a  significant 
role  in  local  aid  policy  development. 


DOR  OFFERS  REVENUE  AND  EXPENDITURE 
FORECASTING  SOFTWARE 


The  Division  of  Local  Services  is  pleased  to  introduce  our 
comprehensive  Revenue  and  Expenditure  Forecasting 
Software  which  will  be  offered  to  all  Massachusetts 
communities  at  no  cost.  Local  officials  can  use  our 
software  to  vary  assumptions  underlying  revenue  and 
expenditures  to  determine  their  future  impact  on  the 
projected  funds  available  for  discretionary  purposes. 

This  software,  developed  on  Lotus1-2-3  to  be  run  on  your 
community's  personal  computer,  enables  users  to  fore- 
cast all  operating  revenues  and  expenditures.  The  user 


may  explore  various  '^A/hat  if"  scenarios  to  determine  the 
impact  of  future  events  on  the  community's  financial 
position.  Our  software  is  designed  for  beginners  and 
experts  to  use  on  Version  2  of  Lotus  1-2-3.  It  requires  the 
following  hardware:  IBM  PC  (or  100%  compatible),  hard 
disk,  and  640KB  main  memory.  DLS  staff  are  available 
to  meet  with  your  community's  financial  team  to  provide 
instruction  on  forecasting  and  related  forecasting  issues. 
For  more  information  on  the  Revenue  and  Expenditure 
Forecasting  Software,  please  call  Stephen  Dukeman  at 
the  Division  of  Local  Services,  727-2300  ext.  459. 


Mitchell  Adams,  Commissioner 


Leslie  Kirwan,  Deputy  Commissioner 
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CHILD  CARE  FACILITY  CLASSIFICATION 


The  legal  experts  in  the  Division's  Property  Tax  Bu- 
reau have  received  numerous  inquiries  lately  regard- 
ing the  types  of  child  care  facilities  that  qualify  for 
residential  classification  under  Ch.  59,  sec.  3F  of  the 
Massachusetts  General  La\NS  .  This  legislation  be- 
came effective  in  Fiscal  Year  1992. 

To  be  classified  as  residential  property,  the  property 
must  be  used  in  the  operation  of  a 'child  care  facility" 
under  Chapter  40A,  sec.  9C.  A  child  care  facility  for 
the  purposes  of  that  statute  refers  to  a  "day  care 
center"  or 'school  age  child  care  program."  Chapter 
28A,  sec  9  provides  the  following  definitions  for  each 
type: 

A  day  care  center  is  any  facility  operated  on  a  regular 
basis,  v\/hether  knovi/n  as  a  day  nursery,  nursery 
school,  kindergarten,  child  play  school,  progressive 
school,  child  development  center,  or  pre-school,  or 
known  under  any  other  name,  which  receives  children 
not  of  common  parentage  who  are  under  seven 
years  old  (or  under  sixteen,  if  those  children  have 
special  needs)  for  nonresidential  custody  and  care 
during  part  or  all  of  the  day  separate  from  their 
parents. 

A  school  age  child  care  program  is  any  program  or 
facility  operated  on  a  regular  basis  which  provides 
supervised  group  care  for  children  not  of  common 
parentage  who  are  enrolled  in  kindergarten  or  are  old 
enough  to  enter  first  grade  the  next  year  (or  older 


children  up  to  fourteen,  or  sixteen  if  those  children 
have  special  needs).  The  program  may  be  operated 
before  or  after  school  and  may  also  operate  during 
school  vacation  and  holidays.  It  provides  a  planned 
daily  program  of  activities  that  is  attended  by  children 
for  specifically  identified  blocks  of  time  during  the 
week,  usually  over  a  period  of  weeks  or  months. 

Specifically  excluded  from  the  definitions  of  both  a 
day  care  center  and  a  school  child  care  program 
under  Chapter  28A  sec.  9  are:  any  part  of  a  public 
school  system;  any  part  of  a  private,  organized  edu- 
cational system,  unless  the  services  of  that  system 
are  primarily  limited  to  kindergarten,  nursery  or  re- 
lated preschool  services;  a  Sunday  school  conducted 
by  a  religious  institution;  a  facility  operated  by  a 
religious  organization  where  children  are  cared  for 
during  short  periods  of  time  while  persons  respon- 
sible for  them  are  attending  religious  services;  a 
family  day  care  home;  an  informal  cooperative  ar- 
rangement among  neighbors  or  relatives;  or  the 
occasional  care  of  children  with  or  without  compen- 
sation. 

The  assessors  should  classify  any  real  property  oper- 
ated as  a  day  care  center  or  used  for  a  school  age 
child  care  program  on  January  1  as  residential  property. 
Property  used  to  provide  other  services  to  or  programs 
for  children  should  continue  to  be  classified  as  commer- 
cial property. 


DATA  BANK  HIGHLIGHT 

The  Municipal  Data  Bank  is  a  clearinghouse  for  a  wide  variety  of  municipal  financial  and  socioeconomic  data.  This 
information  can  be  obtained  on  printouts  or  diskettes  (61 7-727-2300  x  476)  as  well  as  via  computer  modem  on  the 
Online  Data  Access  System  (617-227-6533). 

Many  local  officials  are  familiar  with  the  'Expenditure  Trends  by  Functions*  report  which  shows  a  community's 
spending  in  the  same  thirteen  functional  categories  that  appear  in  this  month's  FOCUS.  'Expenditure  Trends  by 
Departmenf  is  a  more  detailed  look  at  trends  in  each  of  the  120  specific  items  that  comprise  these  functions.  For 
example,  'Fixed  Costs'  are  classified  into  Retirement,  Workers  Compensation,  Unemployment  Insurance,  Liability 
Insurance,  and  four  other  areas. 
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ON  MUNICIPAL 


r  yjy^  U  (3  FINANCE 


FY  90  SPENDING 


BACKGROUND 

For  the  past  three  years,  CITY  &  Town  FOCUS  has 
provided  information  on  municipal  spending  trends.  This 
FOCUS  looks  at  FY90  spending  compared  to  FY89, 
using  data  from  the  Schedule  A. 

1990  marked  the  beginning  of  the  current  economic 
downturn  and  the  first  reductions  in  state  aid  after  a 
number  of  years  of  both  steady  economic  growth  and 
increasing  state  support  for  local  government.  Communi- 
ties' FY90  budgets  were  affected  by  a  $210  million 
reduction  in  Resolution  Aid.  Although  these  withheld 
funds  were  later  released  at  the  beginning  of  FY91, 
spending  during  FY90  reflects  the  first  year  of  what  have 
continued  to  be  annual  reductions  in  state  aid. 

The  data  in  this  report  are  drawn  from  the  Schedule  A, 
submitted  by  communities  each  year  to  the  Division  of 
Local  Services'  Bureau  of  Accounts.  Our  analysis  only 
includes  spending  data  from  the  general  fund,  because 
communities  exert  the  most  control  over  these  dollars. 
This  analysis  does  not  include  spending  from  special 
revenue,  capital  projects,  enterprise,  trust,  and  agency 
funds.  General  fund  capital  outlay  and  construction  ex- 
penditures are  excludedfromthis  analysis  becausethese 
one-time  expenditures  can  skew  comparisons  among 
communities. 


SPENDING  TRENDS:  FY87— FY90 

In  FY90,  the  statewide  total  of  municipal  general  fund 
expenditures  was  $8,289  billion. 

Over  the  past  three  years,  increases  in  municipal  spend- 
ing have  slowed  considerably.  Spending  increased  by 
9.1%  between  FY87and  FY88,  while  between  FY88and 
FY89,  the  growth  in  spending  slowed  to  6.8%.  Spending 
rose  by  only  5.4%  between  FY89  and  FY90  —  a  rate  of 
increase  slightly  more  than  half  of  the  rate  just  two  years 
before. 

Between  FY88  and  FY89, 21  communities  reduced  spend- 
ing while  between  FY89  and  FY90,  31  communities 
reduced  spending.  Between  FY88  and  FY89, 138  com- 
munities increased  spending  by  less  than  8%,  while 
between  FY89  and  FY90,  the  number  of  communities 
with  spending  increases  at  this  level  rose  to  1 62. 

SPENDING  BY  OBJECT 

Of  total  FY90  expenditures,  65.2%  was  spent  on  Per- 
sonal Services,  1 1 .3%  was  spent  on  Purchase  of  Ser- 
vices, 6.6%  was  spent  on  Intergovernmental  Expendi- 
tures, 6.4%  was  spent  on  Other  Charges  and  Expendi- 
tures, 6.3%  was  spent  on  Debt  Service,  and  3.9%  was 
spent  on  Supplies. 

continued  on  page  6 


FY90  GENERAL  FUND  EXPENDITURES  PER  CAPITA  BY  FUNCTION  &  POPULATION  GROUP 

POPULA- 

GENERAL 

POLICE 

FIRE 

OTHER  PUBLIC 

EDUCATION 

PU8LIC  WORKS 

OTHER 

HEALTH 

CULTURE 

FIXED 

OTHER 

TOTAL 

TION  1990  OOVERWCNT 

SAFETY 

KICHVAT 

PUBLIC  WORKS 

t  WELFARE 

t  RECREATION 

COSTS 

EXPENDITURE 

EXPENDITURES 

Fr90  EXPEND 

TIMES 

SOk  Plus 

2231900 

8«.32 

134.56 

118.57 

38.92 

534.95 

43.11 

65.62 

117.06 

40.67 

229.U 

161.32 

1568.53 

20k  to  SOk 

1878306 

66.86 

89.72 

85.86 

13.47 

568.25 

57.01 

93.28 

29.58 

32.27 

145.12 

132.15 

1313.54 

101c  to  20k 

1129582 

69.60 

80.75 

59.25 

13.80 

647.43 

62.45 

48.31 

15.32 

27.63 

121.09 

109.19 

1254.82 

Sk  to  10k 

51S9M 

78.12 

83.81 

S4.3S 

19.79 

569.36 

65.33 

57.09 

17.66 

22.85 

95.34 

107.97 

1151.68 

2k  to  5k 

190599 

89.46 

82.00 

27.32 

23.60 

582.69 

84. n 

64.72 

24.18 

23.96 

89.54 

121.55 

1213.75 

0  to  2k 

67Da 

99.79 

34.36 

16.55 

17.83 

561.84 

141.87 

51.80 

9.86 

16.61 

68.64 

95.83 

1114.99 

TOTAL 

601M2S 

75.90 

103.30 

85.93 

23.89 

571.24 

55.42 

70.09 

57.94 

33.26 

164.98 

13S.S3 

1377.78 
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FY89  AND  FY90  SPENDING  BY  OBJECT 

ACCOUHI  0ESC111PT1ON 

Fir«9 

X  of 
Total 

fT90 

X  of         X  Change 
Total          89  to  90 

PERSONAL  SERVICES 

5128537195 

65. 2X 

54061921SS 

65. 2X 

5.4X 

PURCHASE  Of  SERVICES 

862350030 

11.01 

940405434 

11. 3X 

9.11 

SUPPLIES 

293269939 

3.71 

319218516 

3.9X 

8.8X 

INTERSOVERNMeNTAL 

512S45037 

6.iX 

548580762 

6.6X 

7. OX 

OTHER  CHARGES  AHD  EXPEHO 

591997360 

7.5i 

533679532 

6.4X 

-9.9X 

OUT  OF  STATE  TRAVEL 

1174575 

O.OX 

1283072 

O.OX 

9.2X 

COURT  JUDCEMEHTS 

17785*21 

B.n 

17636525 

0.2X 

-0.8X 

DEBT  SERVICE 

459240787 

5. ex 

522301081 

6.3X 

13. 7X 

TOTAL 

786667B3U 

100. oa 

8289297110 

100.01 

5.4X 

PERCENT  CHANGE  IN  TOTAL  SPENDING 

FY88  TO  FY89  AND  FYB9  TO  FY90 


NUMBER  OF  COMMUNITIES 
120  - 


FY88  TO  riBi 

FY89  TO  rrso 


DECREASE     0  TO  4        4  TO  8      8  TO  12     12  TO  20     20  PLUS 

PERCENT  CHANCE  GROUPING 


349  COMMUNITIES 


Table  2 


Chart  1 


Between  FY89  and  FY90,  all  objects  of  expenditure 
increased  except  for  two:  Other  Charges  and  Expendi- 
tures decreased  by  9.9%  and  Court  Judgments  de- 
creased by  0.8%.  Debt  Service  increased  the  most,  rising 
by  13.7%,  its  share  of  spending  expanding  from  5.8%  in 
FY89  to  6.3%  in  FY90.  Between  FY89  and  FY90,  spend- 
ing on  Personal  Services  (salaries)  increased  by  5.4% — 
the  same  level  as  the  total  increase  in  spending. 

SPENDING  BY  FUNCTION 

Education  is  the  largest  service  provided  by  local  govern- 
ment, representing  41.5%  of  spending.  Public  Safety  is 
the  second  largest  service  provided  at  15.5%.  Fixed 
Costs  represent  the  third  largest  category  of  spending  at 
1 2.0%  of  spending.  Fixed  Costs  include  Retirement  Ben- 
efits; Workmen's  Compensation;  Unemployment ;  Health, 
Life  and  Liability  Insurance;  and  Other  Employee  Ben- 
efits. 

FY90  spending  breaks  down  into  the  following  catego- 
ries: 

Function  Spending      %  of  Spending 


Education 

3,436,852,662 

41 .5% 

Public  Safety* 

1,282,206,194 

15.5% 

Fixed  Costs 

992,580,196 

12.0% 

Other  Expenditures 

817,218,903 

9.9% 

Public  Works" 

755,078,790 

9.1% 

General  Government 

456,664,968 

5.5% 

Health  &  Welfare 

348,564,486 

4.2% 

Culture  &  Recreation 

200,130,898 

2.4% 

Total 

$8,289,297,110 

Between  FY89  and  FY90,  spending  increased  the  most 
in  two  categories:  Debt  Service  by  13.7%  and  Fixed  Costs 
by  10.9%.  All  other  categories  of  spending  except  three 
also  increased:  Highways  (7.2%),  Other  Public  Safety 
(6.9%),  Other  (6.9%),  Police  (5.3%),  Fire  (5.0%),  Educa- 
tion (4.9%),  and  General  Government  (2.5%).  Only  three 
categories  of  spending  decreased:  Health  &  Welfare  by 
2.9%,  Other  Public  Works  by  1.1%,  and  Culture  and 
Recreation  by  0.1%. 

SPENDING  PER  CAPITA 

For  FY90,  average  spending  per  capita  was  $1 ,377.78. 
FY90  per  capita  spending  ranged  from  a  low  of  $492.50 
for  the  town  of  Royalston  to  a  high  of  $5,326.87  for  the 
town  of  Gosnold. 

POPULATION  AS  A  FACTOR  IN  SPENDING 

The  size  of  a  community's  population  is  related  to  how 
many  dollars  are  spent  and  what  the  dollars  are  spent  for. 
Such  factors  as  the  density  of  buildings,  residents'  age, 
and  residents'  income  impact  considerably  on  both  a 
community's  need  to  spend  on  certain  services  and  its 
ability  to  generate  revenue. 

When  communities  are  aggregated  into  groups  based 
upon  their  size,  the  largest  communities  spend  at  the 
highest  levels. 
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Category  and  Population  Total  Spending      Spending  Per  Capita 

50,000  plus-  2,231,900  $3,500,798,105  $1,568.53 

20k  to  50k-  1,878,306  2,467,272,662  1,313.56 

10k  to  20k-  1,129,582  1,417,420,731  1,254.82 

5kto10k-  518,994  597,713,656  1,151.68 

2k  to  5k-  190,599  231,338,858  1,213.75 

0to2k  -  67,044  75,389,798  1,114.99 

Total  6,016,425  $8,289,297,110  $1,377.78 


Communities  of  different  sizes  also  spend  different  shares 
of  their  budgets  on  different  functions.  Generally,  smaller 
communities  devote  more  of  their  budgets  to  General 
Government,  Education,  and  Public  Works-Highways** 
than  do  larger  communities.  Larger  communities  devote 
more  of  their  budgets  to  Public  Safety*,  Health  &  Welfare, 
Culture  &  Recreation,  and  Fixed  Costs. 

For  example,  communities  with  populations  of  more  than 
50,000  spent  $292.05  per  capita  on  Public  Safety*,  while 
communities  with  fewer  than  2,000  residents  spent  only 
$68.74  per  capita  in  this  area. 

NOTES 

Table  1  shows  FY90  general  fund  expenditures  per  capita  by  function 
and  population  group. 

Table  2  shows  FY89  and  FY90  spending  by  object  as  a  share  of  total 

spending  and  percent  change,  FY89  to  FY90. 

The  centerfold  shows,  by  community,  FY89  and  FY90  general  fund 

expenditures  percent  change  FY89  to  FY90,  FY90  expenditures  per 

capita,  and  statewide  rank  in  FY90  expenditures  per  capita. 

Chart  1  shows  percent  change  in  spending,  FY88  to  FY89  and  FY89 

to  FY90,  by  the  number  of  communities  in  each  percent  change 

grouping. 


Chart  2  shows  FY90  spending  by  object  as  a  share  of  total  spending. 
Chart  3  shows  FY90  general  fund  expenditures  per  capita  by  function 
and  population  group. 

'Public  Safety  includes  Police,  Fire,  and  Other  Public  Safety. 
"Public  Works  includes  Public  Works-Highway  and  Other  Public 
Works. 

This  analysis  includes  FY90  Schedule  A  data  for  349  communities. 
FY89  data  were  used  for  Cambridge  and  Chelsea,  as  their  FY90 
Schedule  A 's  are  not  final. 

1988  population  estimates  were  used  to  calculate  FY88  and  FY89  per 
capita  figures,  while  1 990  actual  population  was  used  to  calculate 
FY90  per  capita  figures. 

Per  capita  costs  may  seem  unusually  high  in  some  communities  for  a 
number  of  reasons.  These  communities  may  provide  costly  services, 
such  as  health  and  hospitals.  Spending  in  communities  with  large 
seasonal  populations  reflects  the  cost  of  providing  services  during 
times  of  peak  population.  Population  figures  are  based  on  full-time 
residents. 

The  Municipal  Data  Bank  can  provide  a  number  of  different  reports  that 
either  compare  communities  or  show  trends  within  a  community.  For 
further  information  on  the  type  of  reports  available  or  to  request  data, 
contact  the  Division  of  Local  Services  Municipal  Data  Bank  at  (61 7) 727- 
2300  x476. 


FY90  EXPENDITURE  CATEGORY 

PERCENT  OF  TOTAL  EXPENDITURES 


PERSONAL  SEBVICES— 65.S 


SUPPLIES- 
INTEHSOvetBweNTAL— 6.6 


FY90  SPENOINS 


FY90  SPENDING  PER  CAPITA 

SPENDING  BY  FUNCTIONAL  DEPARTMENT 
GROUPED  BY  POPULATION 


POPULATION  GROUPS 
STATE  TOTALS  j 


SO.  OOO  l\US 
20.000  TO  SO.  000 
10.  000  TO  20.  000 
5.  000  TO  10.  000 
2.  000  TO  5.  000 
0  TO  2.  000 


□ 


m PUBLIC  SAFETY 
^EDUCATION 
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500  1.000 
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Chart  2 
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MUNICIPAL  FISCAL  CALENDAR 


DECEMBER  1:  State  Treasurer  -  Certification  of  total  FY9 1 
assessments  .  One  quarter  of  this  amount  will  be  de- 
ducted from  tfie  end-December  local  aid  distribution,  one 
quarter  from  the  end-March  distribution,  and  one  quarter 
from  the  end-June  distribution.  State  assessments  are 
made  for  such  purposes  as  regional  transit  authorities, 
health  insurance  premiums  for  retired  municipal  employ- 
ees, and  participation  in  various  service  districts. 

DECEMBER  15:  Taxpayer  -  Deadline  for  applying  for 
property  tax  exemptions  for  persons  NOTE:  If  tax  bills  are 
mailed  after  September  15,  taxpayers  have  3  months 
from  the  mailing  date  to  file  applications  for  exemptions. 

DECEMBER  26:  State  Treasurer  -  Notification  of  quar- 
terly local  aid  payment  before  December  29.  This  lists 
each  local  aid  program  amount  included  in  the  total 
program. 


DECEMBER  31 :  Taxpaver  -  Deadline  for  filing  applica- 
tion for  abatement  of  motor  vefiicle  excise  for  prior  calen- 
dar year 

DECEMBER  31 :  Water/Sewer  Commissioners.  Select- 
men -  Deadline  for  betterments  to  be  included  on  next 
year's  tax  bill  (MGL  Chapter  80,  section  1 3  and  Chapter 
83,  section  27). 

DECEMBER  31:  Selectmen  -  Begin  to  finalize  budget 
recommendations  for  review  by  Finance  Committee 

DECEMBER  31:  Assessors  -Send  copies  of  blank  3- 
ABC  forms  to  all  eligible  non-profit  organizations,  for  filing 
on  or  before  l\/larcfi  1  or  later  if  extended  by  ttie  assessors. 
In  no  event  should  ttiey  be  filed  latertfian  30  days  afterthe 
tax  bill  is  first  mailed. 
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TEACHERS'  PAY  DEFERRAL  -  UPDATE 


The  Legislature  has  recently  passed  a  second  set  of 
amendments  to  the  law  authorizing  the  deferral  of 
teachers'  pay.  The  new  law  (Ch.  336  of  1991)  does 
not  change  the  calculation  of  the  deferral  for  fiscal 
1992,  but  it  does  extend  the  deadline  for  accept- 
ance of  the  deferral  by  cities  and  towns  or  for 
rejection  by  regional  school  districts.  It  also  gives 
cities  and  towns  belonging  to  districts  that  reject 
the  deferral  an  option  to  defer  a  portion  of  their 
regional  school  assessments  in  their  local  budgets. 

Additional  deferrals  are  provided  for  fiscal  1 993  in 
an  amount  up  to  the  amount  of  the  deferral  author- 
ized for  fiscal  1 992.  Acceptance  or  rejection  is  done 
in  the  same  way  as  for  the  1 992  deferral,  except  that 
in  towns  the  1 993  deferral  mus.  be  accepted  by  the 
town  meeting.  Cities  and  towns  that  defer  in  fiscal 
1993  must  still  appropriate  their  local  school  bud- 


gets and  regional  school  assessments  in  full  in  fiscal 
1993.  Regional  school  district  deferrals  in  1993  will 
again  result  in  reduced  assessments  to  member 
communities. 

The  new  law  also  authorizes  communities  and  dis- 
tricts that  defer  in  1992  or  1993  to  roll  over  the 
cumulative  amount  of  their  deferrals  until  1997,  when 
they  must  begin  to  amortize  the  deferrals  by  raising 
each  year  in  their  tax  rates  or  regional  budgets  at 
least  one-fifteenth  of  the  total  deferral  amount  until 
it  has  been  completely  amortized. 

An  Informational  Guideline  Release,  Number  91  - 
105,  has  been  sent  to  local  and  regional  officials 
explaining  the  amendments  and  the  new  proce- 
dures in  detail. 


NECESSITY  FOR  COLLECTORS'  AND  TREASURERS'  BONDS 


Recent  problems  in  several  municipalities  have  high- 
lighted the  importance  of  collectors '  and  treasurers' 
bonds.  The  amount  of  the  treasurers'  or  collectors' 
bonds  must  be  approved  by  the  selectmen  or 
mayor  and  aldermen. 

The  bonds  cannot  be  less  than  the  minimum  amount 
specified  by  the  Commissioner  of  Revenue  (  G.L 
Ch.  41 ,  sec.  35)  for  treasurers,  and  ( Ch.  60,  sec. 
13)  for  collectors.  The  schedule  of  minimum  amounts 
and  instructions  can  be  found  in  the  treasurers'  and 
collectors'  manuals. 


If  the  collector  or  treasurer  fails  to  provide  such  a 
bond,  the  selectmen  or  mayor  and  aldermen  may 
declare  this  office  vacant. 

Assessors  cannot  commit  taxes  to  the  collector  un- 
less the  bonds  of  both  the  collector  and  treasurer 
have  been  approved  (Ch.  59,  sec.  53).  Moreover, 
the  existence  of  a  bond  with  adequate  sureties  is  es- 
sential for  the  protection  of  the  municipality  in  the 
event  funds  are  missing.  Please  make  sure  your  city 
or  town  is  adequately  protected.  If  there  are  ques- 
tions you  may  contact  Bruce  Stanford  at  the  Divi- 
sion of  Local  Services,  727-2300  ext.  357. 


Mitchell  Adams,  Commissioner 


Leslie  Kirwan,  Deputy  Commissioner 
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IN  OUR  OPINION 


Q...  May  a  board  of  selectmen  make  reasonable 
cash  awards  to  employees  who  have  innovative 
ideas  that  benefit  the  town? 
A...  Yes,  if  there  is  a  separate  vote  appropriating  an 
amount  to  be  used  for  such  purposes.  A  general 
appropriation  to  the  salary  or  expense  account  is 
insufficient  to  authorize  such  a  particular  expendi- 
ture. Under  the  Home  Rule  Amendment,  the  town 
could  pass  a  by-law  establishing  guidelines  for  such 
awards.  Alternatively,  town  meeting  could  appropri- 
ate a  specific  sum  of  money  and  also  set  the  ground 
rules  for  such  awards. 

Q...  Is  there  a  statutory  prohibition  against  a  town's 
voting  an  unbalanced  budget  by  raising  and  appro- 
priating more  than  the  sum  of  property  taxes  and 
other  revenue  sources? 

A...  No.  A  town  may  approve  an  unbalanced 
budget  at  its  annual  town  meeting  in  anticipation 
of  raising  additional  revenues  later  ( e.g.  by  increas- 
ing user  fees  or  by  an  override)  or  in  anticipation  of 
using  sutDsequently  available  funds  to  reduce  spend- 
ing from  revenues  ( e.g.  free  cash  certified  as  of  the 
following  July  1).  We  advise  that  town  meeting  act 
prudently.  For  example,  overrides  may  be  defeated 
and  free  cash  may  be  certified  at  less  than  the 
anticipated  amount.  If  the  budget  remains  unbal- 
anced, the  Commissioner  of  Revenue  will  not  certify 
the  town's  tax  rate. 

Q...  Does  lack  of  clear  title  afford  a  basis  for  a  tax 
abatement? 

A.. .No.  This  is  irrelevant  to  the  assessment  process 
and  to  the  actual  fair  cash  value  of  the  subject 
property.  The  Supreme  Judicial  Court  held  in  Ar- 
mory V.  Assessors  of  Boston,  31 0  Mass.  1 99  ( 1 941 ) 
that  assessment  of  a  property  tax  upon  any  valu- 
ation other  than  fair  cash  value  is  unwarranted  by 
Ch.  59,  sec.  38  of  the  General  Laws.  Futhermore, 
Ch.  59,  sec.  1 1  provides  that  taxes  be  assessed  to 
the  owner  of  record.  There  is  no  statutory  require- 
ment that  the  person  appearing  of  record  have 
clear  title.  If  the  assessors  cannot  by  reasonable 
diligence  ascertain  the  identity  of  the  owner,  they 
should  request  permission  from  the  Commissioner 
of  Revenue  to  assess  to  Owners  Unknown.  The  as- 
sessment, however,  would  be  at  fair  cash  value. 


Q... Does  a  town  manager  have  the  authority  to  inter- 
vene in  matters  relating  to  property  valuation  and 
tax  abatement? 

A...  No.  State  statute  sets  out  the  powers  and  duties 
of  municipal  assessors.  For  example,  Ch.  59,  sec. 
21  requires  them  to  assess  taxes;  Ch.  59,  sec.23, 
to  set  tax  rates;  Ch.  59,  sec  38,  to  value  real  and 
personal  property;  and  Ch.  59,  sec.  59,  to  act  on 
abatement  applications.  Except  for  the  oversight 
authority  over  municipal  assessors  which  is  vested 
in  the  Commissioner  of  Revenue  pursuant  to  Ch. 
58,  sections  1-7,  the  powers  and  responsibilities  of 
assessors  in  valuation  and  abatement  matters  are 
exclusive  to  them.  Other  municipal  officials  do  not 
have  the  authority  to  intervene  in  the  exercise  of 
these  powers  and  duties. 

Q...  If  town  meeting  has  refused  to  approve  all  or  a 
portion  of  a  requested  appropriation,  may  the  fi- 
nance committee  authorize  a  transfer  from  its  re- 
serve fund  for  this  purpose? 
A...  No.  The  finance  committee  does  not  have  the 
authority  to  contravene  or  circumvent  the  town  meet- 
ing decision  by  means  of  a  reserve  fund  transfer. 

Q...  Would  property  damaged  by  the  recent  storm  of 
October  30,  1991  be  entitled  to  an  abatement  of 
taxes  for  fiscal  year  1 992  owing  to  that  damage? 
A.. .No.  While  real  estate  taxes  are  assessed  annu- 
ally, they  are  assessed  as  of  a  fixed  day,  i.e. ,  as  of 
the  January  1  assessment  date  ( G.L  Ch.  59,  sec. 
1 1).  The  Supreme  Judicial  Court  has  held  that  as- 
sessors may  not  lawfully  assess  a  tax  in  any  other 
way  than  that  prescribed  by  the  law.  Irving  Usen  Co. 
V.  Assessors  of  Boston,  309  Mass.  544  ( 1941).  As 
a  general  matter,  it  is  the  condition  of  the  property 
on  January  1  which  will  control  for  the  purposes  of 
assessment.  Hence,  taxpayers  who  experienced 
storm  damage  will  not  be  entitled  to  abatements  on 
account  of  that  damage.  If  a  damaged  structure  is 
not  rebuilt  as  of  January  1 ,  1 992,  then  the  property 
value  should  be  reduced  for  fiscal  year  1 993.  See, 
however,  IGR  90-401  regarding  a  treatment  of  con- 
struction from  January  2  to  June  30  under  local 
option  provisions  of  G.L.  Ch.  59,  sec.  2A,  (a). 
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FOCUS 


ON  MUNICIPAL 
FINANCE 


FIXED  COSTS 


Background 

This  FOCUS  looks  at  communities'  spending  on 
"fixed  costs."  Fixed  costs  are  composed  of  certain 
categories  of  spending  over  which  communities 
exert  limited  control.  In  these  times  of  constrained 
revenue  growth,  communities  face  the  difficulty  of 
funding  both  fixed  costs  and  a  range  of  services 
from  a  limited  municipal  dollar. 

Fixed  costs  include:  Retirement  Contribution,  Re- 
tirement (Non-Contributory),  Workers'  Compensa- 
tion, Unemployment,  Health  Insurance,  Life  Insur- 
ance, Medicare,  Other  Employee  Benefits  and  Lia- 
bility Insurance.  All  of  these  costs,  except  for  liability 
insurance,  are  employee  related.  They  represent 
communities'  contributions  toward  the  cost  of  cer- 
tain employee  benefits,  such  as  health  and  life  in- 
surance and  retirement. 

Expenditures  for  Retirement,  both  Contributory  and 
Non-Contributory,  represent  communities'  contri- 
butions toward  funding  a  system  that  pays  benefits 
to  employees  upon  their  retirement.  Communities 
either  operate  their  own  systems  or  belong  to 
county  -operated  systems.  Communities'  annual  re- 
tirement contributions  are  based  on  participation  in 
a  particular  system,  level  of  pension  benefits,  the 
rate  of  return  from  the  retirement  fund's  assets,  and 
whether  the  retirement  board  has  voted  to  fully  fund 
the  system.  Non-Contributory  Retirement  represents 
communities'  contributions  toward  funding  retire- 
ment benefits  for  employees  whose  service  began 
priorto  the  establishment  of  the  current  contributory 
retirement  system. 

Communities  fund  Workers'  Compensation  to  in- 
sure themselves  against  the  risks  of  employees 
injuring  themselves  while  on  the  job.  These  expend- 
itures reflect  the  payment  of  premiums  to  com- 
panies and  are  based  upon  each  community's 
workers'  compensation  policy,  which  assigns  fixed 
rates  to  each  category  of  worker. 


Unemployment  expenditures  reflect  the  payment  of 
premiums  to  the  state  system  on  behalf  of  laid  off 
municipal  employees.  The  state  system  provides 
unemployment  benefits  to  laid  off  municipal  and 
other  workers. 

Expenditures  for  health  insurance  reflect  communi- 
ties' spending  on  their  share  of  premiums  and  claims 
for  employees  and  retirees.  Some  communities 
have  established  health  insurance  claims  trust 
funds  to  stabilize  spending  on  premiums  and  claims 
over  time.  Both  a  community's  and  its  employees' 
contributions  for  health  insurance  are  deposited 
into  a  health  claims  trust  fund. 

Expenditures  for  life  insurance  represent  a  com- 
munity's share  of  life  insurance  premiums  for  its  em- 
ployees, based  upon  the  type  and  value  of  each 
policy. 

Medicare  spending  reflects  payment  of  a  percent- 
age of  wages  of  employees  hired  after  a  certain 
date,  as  mandated  by  federal  Social  Security  leg- 
islation. This  payment  and  the  employees'  match, 
supplement  the  Medicare  or  hospital  insurance  portbn 
of  Social  Security. 

The  Other  Employee  Benefits  category  includes 
other  employee  related  items  that  a  community  may 
fund,  such  as  dental  benefits.  Communities  pay 
Liability  Insurance  premiums  to  companies  to  pro- 
tect themselves  from  lawsuits  brought  against  com- 
munities and  local  officials. 

Fixed  Costs  FY88  -  FY90 

In  FY90,  general  fund  fixed  costs  represented  the  third 
largest  category  of  spending  by  communities,  aver- 
aging 1 1.7%  of  statewide  municipal  general  fund  ex- 
penditures and  totaling  $971.4  million. 

continued  on  page  6. 
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continued  from  page  3 

The  only  budget  categories  with  larger  shares  of 
spending  were  Education  and  Public  Safety  (Police, 
Fire,  and  Other  Public  Safety)  which  accounted  for 
41.6%  and  15.5%  of  FY90  spending  respectively. 
Statewide,  FY90  fixed  costs  ranged  from  a  low  of 
0.5%  to  a  high  of  20.7%  as  a  share  of  a  community's 
total  spending. 

Since  FY88,  fixed  costs  have  increased  at  a  higher 
ratethan  overall  spending.  Between  FY88  and  FY89, 
fixed  costs  rose  7.6%,  slightly  more  than  the  6.8% 
increase  in  spending.  Between  FY89  and  FY90, 
statewide  fixed  costs  increased  8. 5%,  far  more  than 
the  5.4%  increase  in  total  spending. 

Components  of  Fixed  Costs  in  FY90 

In  FY90, 89. 1  %  of  communities'  fixed  cost  spending 
was  in  two  categories.  Retirement  (contributory 
and  non-contributory)  accounted  for  46.5%  and 
Health  Insurance  (general  and  trust  fund)  accounted 
for  42.6%  of  total  fixed  cost  spending.  Statewide, 
communities  spent  $476.3  million  on  Retirement 
and  $435.9  million  on  Health  Insurance. 

FY90  Fixed  Costs 


Category 

%  of 

statewide 

Total 

Total 

Retirenent 

46.5: 

476,310,417 

Health  Insurance 

37.5r 

383,661,457 

Liabllitj  Insurance 

i.2« 

43,349,958 

Worker's  Coapensatioa 

37,243,740 

Hedlcare 

i.2r 

12,187,03« 

Daeiplayient 

11,001,451 

Other  Employee  Benefits 

0.4: 

4,379,707 

Life  Insurance 

0.3: 

3,255,120 

Total,  Geaeral  Fond 

$971,388,888 

Health  Claiu  Trust  Funds 

5.i: 

52,211,052 

Total,  Ail  Funds 

$1 ,023,599,940 

Tc±>le2 


Components  of  Fixed  Costs  FY88  -  FY90 

During  these  years,  the  most  significant  fixed  cost 
dollar  increases  were  In  the  health  area.  Health 
Insurance  spending  from  the  general  fund  rose  by 


$119.7  million  or  45.4%  between  FY88  and  FY90, 
increasing  from  $264  million  to  $384  million.  In  FY90, 
75  communities  reported  an  estimated  $52.2  million 
of  transfers  into  health  claim  trust  funds.  When 
health  insurance  and  transfers  into  health  claim 
trust  funds  are  combined,  FY90  municipal  spending 
on  health  costs  was  $435.9  million,  50%  higher  than 
FY88  combined  Health  spending  of  $291  million. 

Between  FY88  and  FY90,  Unemployment  spending 
increased  by  $7.1  million  or  185.3%,  from  $3.9  mil- 
lion to  $11.0  million.  Medicare  spending  rose  from 
$7.3  million  to  $12.2  million,  an  increase  of  $4.9 
million  or  66.4%.  Worker's  Compensation  spending 
increased  by  $9.8  million  or  35.7%  over  the  same 
period,  rising  from  $27.4  million  to  $37.2  million. 

The  costs  of  Life  Insurance  and  Other  Employee 
Benefits  also  increased  between  FY88  and  FY90. 
Life  Insurance  rose  by  60.9%  or  $1.2  million  and 
Other  Employee  Benefits  rose  by  45.0%  or  $1.4 
million. 

Contributory  Retirement  remained  fairly  level  be- 
tween FY88  and  FY  90,  increasing  by  $2.3  million  or 
0.5%.  Non-Contributory  Retirement  (-13.0%)  and 
liability  insurance  (-3.5%)  were  the  only  categories 
that  decreased  over  this  period. 

Notes: 

Table  1:  By  Community,  Ff 89  and  FY90  total  fixed  costs 
spending ,  FY90  general  fund  spending,  percent  change  in  fixed 
costs  spending,  FY89  -  f^90,  and  FY90  fixed  costs  spending 
as  a  percent  of  f^90  general  fund  spending. 
Table  2:  FY90  fixed  costs  by  category. 
Table  3:  FY88,  FY89,  and  FY90  fixed  costs  spending  by 
category,  dollar  and  percentage  change  FY88  to  FY90. 
Chart  1:  Statewide  Fixed  Costs  FY90. 

This  analysis  includes  FY90  Schedule  A  data  for  349  communi- 
ties. FY89  data  were  used  for  Chelsea  and  Cambridge,  as  their 
FY90  Schedule  A's  are  not  final. 
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FY88,  FY89,  and  FY90  Fixed  Costs  Spending  by  Category 


rix«d  Costs  FYS 8  rY89  FY90  $  Qiang»        *  C3iang« 

FY88-rY90  rV88-rV90 


R«tir«Mnt  Contrib 

438,786,792 

436,918,162 

441,133,023 

2,346,231 

0 

.53% 

R*tirwMnt,  Non— cont 

40,432,059 

38,116,116 

35,177,394 

-5,254,665 

-13 

.00% 

Worker's  CoiEp«n 

27.449,904 

33,607,162 

37,243,740 

9,793,836 

35 

.68% 

Utoanpl  oyiMnt 

3,856,153 

5,011,173 

11,001,451 

7,145,298 

185 

.30% 

H*alth  Znsur 

263,958,610 

319,340,764 

383,661,457 

119,702,847 

45 

.35% 

Lif*  Znsur 

2,022,515 

2,539,796 

3,255,120 

1,232,605 

60 

.94% 

M»<llcar* 

7,325,994 

10.426,175 

12,187,038 

4,861,044 

66 

.35% 

Oth*r  Eq;>loy**  B«n 

3,021,063 

4.978,261 

4,379,707 

1,358,644 

44 

.97% 

Liability  Insurance 

44,899,471 

44.051,674 

43,349,958 

-1,549,513 

-3 

.45% 

Total,  General  Fund 

831,752,561 

894.989,283 

971,388,888 

139,636,327 

16 

.79% 

HIth  Cl«  Trust  Fund* 

27,061,206 

37,756,407 

52,211,052 

25,149,846 

92 

.94% 

Total,  All  Funds 

858,813,767 

932,745,690 

1,023,599,940 

164,786,173 

19 

.19% 

'Estimates  transfer  of  Municipal  funds  into  health  claia  trust  funds . 
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Statewide  Fixed  Costs  FY90 


KtOrwnwtt — **.»* 

LIf*  Inaumnc*— 

-0.3X- 

-*.2X-\ 

^HBB^^^^^^^g^^-Uxflcon — 1.2X 

^^^^^^^^^^^^^H^B-Ww1wr-»  Cony.  i.Vt 

Un«mploym«nt— 

""J  Ottur  bnoloyM  B«. — 0.*% 

M  H«al«i  Ina. — 42.UI 

Ftxtd  Costa 

*lAclud««  C«n«rol  Fund  Haolth  Iniwonca 

«Kp«ndJtur««  and  ^nkfar*  from  oth«r  funda  Inta 

Haoltti  clolnrt  ^at  fund* 

Chart  1 


New  Assistant  Director  of  Accounts 

James  R.  Johnson  joined  the  Division  in  September 
as  Assistant  Director  in  the  Bureau  of  Accounts.  He 
is  responsible  for  the  Bureau's  cash  management 
and  debt  management  activities. 

Prior  to  joining  Local  Services,  Jim  operated  two 
businesses  in  Medford  and  Wellesley  over  a  ten- 
year  period.  He  also  completed  four  years  on  the 
Advisory  Finance  Committee  in  Wellesley,  serving 
as  Chairman  for  the  1990-1991  year.  Earlier,  he  was 
with  Westinghouse  for  fifteen  years  in  various  finan- 
cial management  positions.  Jim  holds  an  A.  B.  in 
Economics  from  Brown  University. 
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DATA  BANK  HIGHLIGHT 

The  Municipal  Data  Bank  is  a  clearinghouse  for  a  wide  variety  of  municipal  financial  and  socio-economic  data.  This 
information  can  be  obtained  on  printouts  or  diskettes  (617)  727-2300  ext  476  as  well  as  via  computer  modem  on 
the  Online  Data  Access  System  (61 7)  227-6533. 

FY90  Expenditures  by  Object  for  Police  and  for  Fire,  Ambulance  and  EMPs  have  recently  been  updated.  These 
reports  compare  spending  on  personal  service,  purchase  of  services,  supplies  and  expenses,  and  other  areas,  in 
dollar  and  per  capita  terms,  with  total  expenditures  ranked  statewide.  Five  year  trend  analysis  in  these  functions 
are  also  available.  The  information  can  be  provided  for  all  351  communities  or  for  "comparison"  communities. 


MUNICIPAL  FISCAL  CALENDAR 

DECEMBER  31 

Assessors  -  Deadline  for  tax  rate  to  be  set  and  tax  bills  to  be  mailed  if  on  quarterly  system. 
JANUARY  1 

Assessors  -  Property  Tax  Assessment  Date.  All  property  is  assessed  statewide  as  of  this  date  for  the 
following  fiscal  year  and  the  owner  of  record  is  determined. 

Department  of  Revenue  -  Calculation  of  preliminary  levy  limits.  The  first  step  in  calculating  the  levy  limit 
for  next  fiscal  year  is  to  use  the  previous  fiscal  year's  levy  limit  as  the  base  amount.  To  this,  add  the  2.5 
percent  statutory  increase,  plus  new  growth  calculated  by  the  Assessors  (and  certified  by  the  DOR), 
plus  any  override  voted  to  arrive  at  the  new  levy  limit.  Any  debt  exclusions  voted  are  added  to  the  levy 
limit  to  determine  the  maximum  amount  to  be  levied. 

Finance  Committee  -  Begin  review  of  selectmen's  budget  recommendations. 


e EDITORIAL  BOARD 
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Repair  Plates  and  Other  Special  Registration  Plates 


O 


n  December  31, 1991,  Chap- 
ter 489  of  the  Acts  of  1991,  became 
law.  This  statute  significantly  amends 
those  provisions  of  the  general  laws 
which  pertain  to  repair  plates  and 
other  special  registration  plates. 
Enactment  of  the  statute  brought  to 
a  culmination  a  series  of  previous 
legislative  changes  affecting  special 
plates  which  had  occurred  over  the 
past  three  years. 

The  most  significant  of  these  earlier 
changes  occurred  with  the  passage 
of  Chapter  653  of  the  Acts  of  1989. 
This  statute,  entitled  "An  Act  Es- 
tablishing the  Budget  and  Reform 
Act  of  1989,"  contained  a  number  of 
seaions  designed  to  strictly  limit  the 
use  of  repair  plates  and  other  spe- 
cial plates. 

The  relevant  provisions  of  Chapter 
653  were  to  have  taken  effect  for  the 
registration  year  begining  January 
1, 1991.  Implementation  was  delayed, 
however,  by  Chapter  340  of  the  Acts 
of  1990,  which  made  the  subject 
provisions  effective  for  the  registra- 
tion year  which  began  January  1, 
1992. 

Against  this  backdrop  Chapter  489 
of  the  Acts  of  1991,  was  enacted. 
Chapter  489  amended  many  of  the 
special  plate  provisions  of  Chapter 
653  as  mentioned  above. 


One  of  the  sections  of  Chapter  653 
which  was  not  amended,  however, 
was  Section  43,  a  section  which  re- 
moved, altogether,  an  exemption 
from  the  motor  vehicle  excise  for 
vehicles  operated  with  repair  plates. 
As  noted  above,  Chapter  340  of  the 
Acts  of  1990  made  the  special  plate 
provisions  of  Chapter  653  effective 
on  January  1,  1992.  Therefore,  the 
combined  effect  of  the  above  legisla- 
tive changes  is  to  make  all  vehicles 
operated  with  repair  plates  subject  to 
the  excise  tax. 

Regarding  vehicles  operated  with 
other  special  plates,  the  effect  of 
Chapter  489  is  to  restore  the  status 
quo  with  respect  to  the  excise 
exemption  provisions,  as  those  pro- 
visions are  set  out  in  G.L.  Chapter 
60  A  sec.  1.  This  statute  provides 
that  a  vehicle  operated  with  a  spe- 
cial plate  is  exempt  from  the  motor 
vehicle  excise  on/y  if:  •  An  applica- 
tion for  exemption  was  timely  filed 
with  the  board  of  assessors  •  The 
vehicle  is  not  employed,  at  all,  for 
any  personal  use. 

In  addition  to  these  modifications 
affecting  the  motor  vehicle  excise. 
Chapter  489  makes  a  number  of 
other  changes  which  amend  the 
special  plate  provisions  of  Chapter 
90  of  the  General  Laws. 


These  changes  include: 

•  A  redefinition  of  "dealers,  farm- 
ers, repairman,  transporters,  and 
special  mobile  equipment." 

•  An  elimination  of  the  require- 
ment that  tow  trucks  be  registered 
with  "wrecker  plates." 

•  A  requirement  that  owner-con- 
tractors, dealers  in  recreational 
vehicles,  farmers  and  transporters 
use  special  plates  only  for  business 
use.  (No  express  restriction  is  placed 
on  use  by  repairmen  or  dealers.) 

•  A  requirement  that  all  holders  of 
special  plates,  except  dealers,  obtain 
and  attach  decals  verifying  that  sales 
taxes  have  been  paid  on  any  vehicles 
bearing  such  plates. 

•  An  elimination  of  the  require- 
ment that  a  $50.00  assessment  be 
made  for  each  special  plate  and  paid 
over  to  cities  and  towns.  ■ 
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....  U  P  D  A  TE   MUNICIPAL  DEBT  .... 

CAMA  QUARTERLY 

Interest  Rates  Plummet  on  Short 
 Term  Debt 


u  uring  the  last  year,  interest 
rates  on  Town,  District  and  County 
debt  certified  by  the  Bureau  of  Ac- 
counts have  dropped  considerably. 
In  January  of  1991  interest  rates 
averaged  approximately  6.27%;  they 
have  since  dropped  to  just  under 
3.71%  as  of  mid  January  1992.  These 
average  rates  reflect  all  debt  certi- 
fied by  the  Bureau  of  Accounts,  which 
includes  both  short-term  debt  and 
permanent  State  House  Loan  issues 
of  up  to  ten  years.  The  interest  rates 
depend  on  a  number  of  factors,  in- 
cluding the  credit  rating  of  the  town 
(  if  any),  the  length  of  the  loan, 
dollar  amount  requested,  the  indi- 
vidual bank,  and  whether  or  not  there 
is  a  disclosure  statement. 

State  House  Notes  have  been  used 
by  Towns,  Districts  and  Counties  as 
an  alternative  to  short-term  issues 
certified  by  bank  and  bond  counsel, 
or  as  an  alternative  to  long-term  bond 
issues  under  $750,000.  The  advan- 
tage of  State  House  Notes  is  the  cost 
of  issuance,  which  is  usually  signifi- 


cantly lower,  although  these  savings 
are  offset  somewhat  by  higher  inter- 
est rates. 

The  spread  of  rates  from  low  to  high 
during  each  month  has  been  averag- 
ing around  4%.  Although  not  all 
communities  will  be  able  to  obtain 
rates  as  low  as  2.74%  (this  is  the 
lowest  rate  we  have  observed  re- 
cently), planning  your  note  issues 
properly  can  make  a  difference  in 
the  rates.  Communities  should  al- 
low adequate  time  to  request  bids 


and  try  to  obtain  a  reasonable  num- 
ber of  bids. 

If  you  have  any  questions  regarding 
the  State  House  Note  program  and 
short-  or  long-term  debt  certified  by 
the  Bureau,  please  contact  George 
2Loukee,  at  the  Bureau  of  Accounts, 
(617)  727-2300  ext.  509. 

Chapter 544 of  the  Acts  of  1991,  recently  signed 
by  Governor  Weld,  will  allow  Cities  to  issue 
State  House  Notes.  Information  will  be  forth- 
comingfrom  the  Bureau  of  Accounts  regarding 
this  change.  ■ 


CAMA  Communities  up  to  70 

Evaluating  "Bottom-line"  Benefits 


I  |he  DOR  Computer  Assisted 
Mass  ^praisal  and  Tax  Administra- 
tion System,  known  as  CAMA,  of- 
fers communities  a  more  efficient 
way  of  performing  property  revalu- 
ations, billing  and  collection.  The 
system  offers  local  assessors  state-  of 
-the-art  tools  developed  with  State 
resources.  The  DOR  provides  the 
software,  training  and  support  needed 
to  implement  CAMA. 

The  city  of  Worcester's  and  Town  of 
Mattapoisett's  decision  to  join  the 
2 


DOR  CAMA  Program  have  brought 
the  total  count  up  to  70  communi- 
ties. These  communities  total  over 
333,000  parcels,  ranging  from  400  to 
over  43,000  parcels.  DOR  CAMA 
has  been  selected  by  local  assessors 
to  value  over  $57  billion  in  real  and 
personal  property,  generating  a 
property  tax  levy  of  $640,000,000. 

Looking  back  on  the  International 
Association  of  Assessing  Officers 
(lAAO)  study  that  guided  the  crea- 
tion of  the  DOR  CAMA  program, 


it  is  an  appropriate  time  to  reflect 
on  how  well  we  are  collectively 
meeting  that  study's  projections  of 
tax  dollars  saved  by  implementing 
CAMA-  The  lAAO  consultants 
compared  traditional  contracted-out 
and  in-house  state-supported  CAMA 
approaches  and  estimated  multi- 
million  dollar  savings  over  the  years 
if  communities  adopted  the  system. 

A  Bureau  analysis  of  the  assessment 
and  revaluation  expenditures  over 
five  years  in  communities  of  differ- 

continued  on  page  7 
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F  O  C  U  S     ON  MUNICIPAL 

FINANCE 

Revenue  Components 


ity  and  Town  FOCUS  last 
looked  at  the  revenue  components 
of  municipal  budgets  in  October, 
1989.  This  Focus  is  an  update  of  our 
earlier  report,  and  examines  the 
major  revenue  sources  of  local 
budgets  and  changes  in  these 
sources  since  the  implementation  of 
Proposition  2 1/2  over  ten  years  ago 
and  the  more  recent  reductions  in 
state  aid  caused  by  the  current 
economic  downturn. 

Total  Municipal  Budgets 

In  FY81,  statewide  municipal 
budgets  totaled  $5.7  billion.  By 
FY91,  municipal  budgets  statewide 
increased  by  69%  to  $9.6  million. 
However,  when  measured  in 
constant  FY81  dollars,  local  budgets 
rose  only  $95.0  million  or  1.7%, 
barely  keeping  pace  with  inflation. 

Revenue  Components 

Cities  and  towns  in  Massachusetts 
rely  on  four  major  sources  of 
revenue:  •  The  Property  Tax  Levy 
0  State  Aid     •  Local  Receipts 
0   Other  Revenue  Sources 

The  Property  Tax  Levy  represents 
the  funds  a  community  can  raise 
through  real  and  personal  property 
taxes.  Proposition  2  1/2  limits  the 
amount  of  a  community's  levy  to  no 
more  than  2.5%  of  the  full  and  fair 
cash  value  of  the  property  in  the 
community.  Annual  increases  are 
limited  to  no  more  than  2.5%  of  the 
prior  year's  levy  limit,  plus  new 
growth,  and  any  additional  property 
taxes  allowed  if  the  community 
passes  any  Proposition  2  1/2 
referenda  questions. 

State  Aid  is  composed  of  revenues 
distributed  to  local  governments 
through  a  wide  variety  of  programs. 


Most  state  aid  is  provided  to 
municipalities  via  the  annual  Cherry 
Sheet,  the  notification  by  the 
Department  of  Revenue  of  the 
amounts  each  community  will 
receive  from  the  state  during  the 
coming  fiscal  year. 

Cherry  sheet  aid  is  composed  of 
distributions  and  reimbursements. 
Distributions  provide  funds  to 
municipalities  according  to  varying 
formulas,  while  reimbursements 
repay  municipalities  for  all  or  part 
of  the  costs  incurred  during  a  prior 
period  for  certain  programs  or 
services. 

Local  Receipts  are  locally  generated 
funds  from  many  sources,  including 
the  motor  vehicle  excise  tax;  fines, 
licenses,  and  permits;  charges  for 
services  such  as  water,  sewer,  and 
refuse  collection;  departmental 
revenues;  and  investment  income. 
Local  Receipts  are  paid  either  into  a 
community's  general  fund  or 
reserved  for  specific  departmental 
use. 

Other  Revenue  Sources  include  free 
cash,  other  reserves,  gifts  and 
bequests,  as  well  as  stabilization 
funds,  trust  funds,  and  overlay 
surplus  used  to  balance  the  budget. 

Revenue  Findings 

The  Property  Tax  Levy  is  the 
principal  revenue  source  for  most 
Massachusetts  communities.  Prior 
to  the  implementation  of 
Proposition  2  1/2  in  FY81,  the 
statewide  property  tax  levy  of  $3.3 
billion  provided  58.9%  of 
communities'  total  revenues.  The 
property  tax  as  a  share  of  total  local 
revenue  reached  its  low  of  46.0%  in 
FY88  after  decreasing  each  year 


since  FY81.  In  actual  dollars,  the 
statewide  levy  reached  a  low  of  $3.0 
billion  in  FY83  and  increased  each 
year  since  then.  Since  FY88, 
property  taxes  as  a  share  of  local 
budgets  increased,  reaching  a  level 
of  $4.8  billion  or  49.7%  of  total 
revenues  in  FY91. 

Communities  differ  widely  in  their 
dependence  on  the  property  tax.  In 
FY91,  property  taxes  as  a  share  of 
total  revenues  ranged  from  a  low  of 
23.5%  to  a  high  of  88.3% 

Proposition  2  1/2  has  had  a  lasting 
effect  on  the  property  tax  levels  in 
some  communities  in  current 
dollars.  In  fact,  in  FY91  there  were 
still  six  cities  whose  levies  were 
below  their  FY81  level  (Brockton, 
Chelsea,  Fall  River,  Fitchburg, 
Lynn,  and  Pittsfield).  In  constant 
FY81  Dollars,  the  FY91  statewide 
property  tax  levy  was  14.2%  less  than 
what  it  was  in  FY81. 

In  FY81,  state  aid  totaled  $1.1 
billion  and  provided  20.1%  of 
communities'  revenues.  State  aid 
peaked  at  31.2%  of  municipal 
budgets  in  FY88.  In  FY89,  state  aid 
reached  its  highest  dollar  level  of 
$2.7  billion,  although  its  share  of 
total  revenues  was  30.2%,  slightly 
less  than  its  FY88  share. 

As  the  state  has  implemented 
successive  cuts  to  balance  its  budget 
in  recent  years,  state  aid  to 
communities  has  decreased.  From 
its  highest  level  in  FY89,  state  aid 
had  dropped  by  $352  million,  or 
13.1%,  by  FY91.  Nonetheless,  in 
constant  (1981)  dollars,  FY91  state 
aid  remained  23.2%  higher  than  its 

FY81  level.  continued  on  page  6. 
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FOCUS  continued  from  page  3 

As  a  percent  of  budgets,  state  aid 
dropped  from  its  high  point  of 
31.2%  in  FY88  to  24.4%  in  FY91.  A 
subsequent  cut  of  $241  million  in 
state  aid  in  FY92  is  certain  to  reduce 
this  percentage  further. 

Communities  differ  widely  in  their 
reliance  on  state  aid.  In  FY91,  state 
aid  as  a  share  of  total  revenues 
ranged  from  a  low  of  0.4%  to  a  high 
of  54.2%. 

It  is  important  to  note  that  the 
impact  on  communities  of  regional 
school  district  aid  is  not  included  in 
this  analysis.  In  FY92,  regional 
school  districts  receive  $270.2 
million  in  direct  state  aid.  This  aid 
has  considerable  impact  on  those 
297  communities  that  benefit  from 
it.  (See  Focus,  Local  Aid:  The 
Current  picture,  City  &  Town, 
September  1991.) 

Although  local  receipts  fell  between 
FY81  and  FY82  (due  to  the 
reduction  in  the  motor  vehicle 
excise  tax  rate  from  $60  to  $25  as 
required  by  Proposition  2  1/2),  from 
FY82  to  FY91  these  rose  both  as  a 
share  of  total  revenues  and  in  total 
dollars.  In  FY81,  local  receipts 
totaled  $785.5  million  and  provided 
13.8%  of  revenue.  In  FY91  local 
receipts  totaled  $1.9  billion  or 
20.0%  of  revenue.  Local  receipts 
rise  as  communities  continue  to 
implement  new  or  increased  fees  for 
services. 

It  is  significant  to  note  that  in 
constant  FY81  dollars,  FY91 
statewide  local  receipts  were  46.9% 
higher  than  the  FY81  statewide 
total.  In  FY91,  local  receipts  as  a 
share  of  total  revenues  ranged  from 
a  low  of  5.1%  to  a  high  of  50.8%. 


In  FY81  all  other  sources  of  revenue 
totaled  $405.8  million  and  provided 
7.1%  of  total  revenue.  Between 
FY81  and  FY83,  all  other  sources  of 
revenue  rose  to  8.4%  of  total 
revenues  with  an  increase  in  total 
dollars,  as  well. 

In  constant  FT81  dollars,  all  other 
sources  of  revenue  statewide  were 
15.7%  lower  in  FY91  than  in  FY81. 
All  other  sources  of  revenue  totaled 
$568.7  million  in  FY91,  and  ranged 
from  a  low  of  0%  to  a  high  of  35.7%. 

Beginning  in  FY92,  communities 
are  able  to  appropriate  from  the 
Stabilization  Fund  for  any  non- 
capital, lawful  purpose  without 
Emergency  Finance  Board 
approval.  This  will  most  likely  have 
an  impact  on  the  budgetary  share  of 
other  sources  of  revenue  in  FY92. 

Notes:  Data  source  is  the  Tax  Rate 
Recapitulation  Sheet. 
Chart  1:  Total  revenues  in  both  cur- 
rent and  constant  dollars  (adjusted 
to  account  for  inflation),  FY81 
through  FY91. 


Table  1:  By  community,  FY91  total 
revenues  and  tax  levy,  state  aid,  local 
receipts,  and  all  other  sources  of 
revenue  as  a  percent  of  total 
revenues. 

Table  2:  Revenue  components  by 
source  and  percent  of  total,  FY81 
through  FY91. 

In  FY90,  $210  million  in  Chapter  70 
was  withheld  from  state  aid.  FY  90 
state  aid  figures  reflect  this 
reduction.  These  funds  were 
distributed  to  communities  at  the 
beginning  of  FY91.  This  report  does 
not  include  the  distribution  of  this 
$210  million  amount  in  the  state  aid 
category.  However,  on  a  community 
by  community  basis,  this  amount  is 
reflected  in  the  amount  of  all  other 
sources  of  revenue  or  local  receipts 
for  either  FY90  or  FY91,  depending 
upon  local  decisions. 

We  use  the  U.S.  Department  of 
Commerce,  Bureau  of  Economic 
Analysis  price  index  for  state  and 
local  government  purchases  of 
goods  and  services  to  adjust  for 
inflation.  ■ 


Dollors  (billions) 
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FY81  to  FY91  Total  Revenues 
Current  vs  Constant 


[  I  Currant 
^1  Constant 
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Revenue  Components 
State  Totals  .  FY81  through  FY91 


Property 

%of 

State 

%of 

Local 

%  of 

All 

%  of 

Total 

Tax  Levy 

Total 

Aid 

Total  Receipts 

Total 

Other 

Total  Revenue 

FY81 

3,346,827,403 

58.9 

1,143,488,228 

20.1 

785,456,205 

13.8 

405,840,027 

7.1 

5,681 ,61 1 ,862 

1  1 

FY82 

3,035,539,705 

54.5 

1 ,386,565,427 

24.9 

717,990,289 

12.9 

434,291,415 

7.8 

5,574.386,836 

1  1 

FY83 

2,959,071,151 

51.0 

1 ,564,872,670 

26.9 

797,903,902 

13.7 

485,301,314 

8.4 

5,807,149,037 

1  1 

FY84 

2,994,902,334 

49.8 

1 ,672,868,509 

27.8 

875,163,471 

14.6 

468,819,084 

7.8 

6,011,753,398 

1  1 

FY85 

3,126,007,886 

48.4 

1,868,191,161 

28.9 

1,010,045,960 

15.6 

452,034,123 

7.0 

6,456,279,130 

1  1 

FY86 

3,309,379,108 

47.6 

2,028,539,402 

29.2 

1 ,098,291 ,807 

15.8 

513,956,419 

7.4 

6.950,166,736 

1  1 

FY87 

3,536,290,776 

46.2 

2,380,796,816 

31.1 

1,234,186,851 

16.1 

507,524,161 

6.6 

7.658,798,604 

1  1 

FY88 

3,804,782,026 

46.0 

2,582,268,195 

31.2 

1 ,357,345,020 

16.4 

524,420,147 

6.3 

8,268,815,388 

1  1 

FY89 

4,122,104,932 

46.2 

2,693,778,428 

30.2 

1,551,799,001 

17.4 

562.753,952 

6.3 

8,930,436,313 

1  1 

FY90 

4,464,634,291 

47.8 

2,464,643,603 

26.4 

1,832,061,154 

19.6 

577,706,585 

6.2 

9.339,045,633 

1  1 

FY91 

4,775,254,916 

49.7 

2,342,154,458 

24.4 

1,917,673,486 

20.0 

568,675,283 

5.9 

9,603,758,143 

Table  2 

I 

CAMA  Continued  from  page  2 

ent  sizes  and  in  different  regions 
reveals  that  communities  that  do  in- 
house  revaluations  and  property  value 
maintenance  (regardless  of  which 
CAMAsystem  they  use),  spend  sub- 
stantially less,  on  average,  than  those 
communities  which  rely  on  private 
contractors,  both  on  an  annual  basis 
and  throughout  a  revaluation  cycle. 
Those  savings  were  projected  for 
the  70  communities  now  in  the  pro- 
gram, when  all  or  most  of  the  func- 
tions are  brought  in-house,  to  be 
over  $2,000,000  annually.  Not  taken 
into  account  in  these  projections 
are  the  additional  savings  from  hav- 
ing the  state  contract  for  software 
maintenance,  as  opposed  to  com- 
munities maintaining  70  separate 
contracts.  The  DOR  C>*JVIA  system 
also  provides  continuous  training  and 
support,  and  can  decrease  borrow- 
ing costs  or  increase  investment 
earned  through  local  control  of  re- 
certification  programs  and  timely 
billing. 


Since  these  projections  are  based  on 
overall  averages,  the  actual  cost  sav- 
ings could  be  much  higher.  Very  few 
communities  have  added  staff  to  bring 
DOR  CAMA  revaluation  and  bill- 
ing into  the  community.  With  con- 
tinuous training,  increasing  experi- 
ence, and  periodic  inspection  pro- 
grams making  in-house  analysis  and 
valuation  production  more  efficient 
in  DOR  CAMA  communities,  an- 
nual per  parcel  costs  continue  to 
decline  in  these  communities. 

While  ordinarily  we  measure  suc- 
cess one  community  at  a  time,  we 
must  still  look  back  at  the  original 
assumptions  and  expectations  of  the 
overall  program  to  test  certain  "bot- 
tom-line" goals.  The  original  goals 
of  the  program  were  to  increase  the 
efficiency,  economy  and  equity  of 
valuation,  tax  adjustment  and  col- 
lection for  the  Commonwealth. 


Because  of  the  hundreds  of  local 
officials  who  have  elected  to  take  on 
the  responsibility  and  hard  work  of 
in-house  valuation  and  tax  admini- 
stration, the  program  appears  to  be 
exceeding  its  original  objectives. 

For  more  information  regarding 
recent  additional  capabilities ,  please 
contact  CAMA  Director,  Dave  Davies 
at  the  Bureau  of  Local  Assessment 
(617)  727-2300.  ■ 

I 

Cherry  Sheet  Posters 

The  Municipal  Data  Management 
and  Technical  Assistance  Bureau  is 
pleased  to  announce  that  copies  of 
the  FY92  Cherry  Sheet  Poster  are 
available.  The  poster  is  14  x  18  and 
contains  the  explanation  for  all 
"Receipts"  and  "Assessments"  pro- 
grams. Direct  all  requests  to  the  Bu- 
reau at  200  Portland  Street,  Boston, 
Massachusetts  02114-1715,  or  call 
Betty  Margey,  (617)  727-2300.  ■ 
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....  DATA  BANK  HIGHLIGHT  .... 


The  Municipal  Data  Bank  is  a  clear- 
inghouse for  a  wide  variety  of  mun- 
icipal financial  and  socio-economic 
data.  This  information  can  be  ob- 
tained on  printouts  or  diskettes  (61 7) 
727-2300  ext  476  as  well  as  via  com- 


puter modem  on  the  Online  Data 
Access  System  (617)  227-6533. 

FY91  Average  Single  Tax  Bill  calcu- 
lations are  now  complete  for  report- 
ing communities. 


Also  available  is  a  report  that  shows 
each  community's  average  bill  for 
FY82,  FY84,  FY86,  FY88,  FYQOand 
FY91.  ■ 


Excuse  us  while  we  remodel... 

You  may  have  noticed  that  the 
November/December  and  January/ 
February  editions  of  City  &  Town 
were  combined.  This  does  not  repre- 
sent a  permanent  change  from  our 
monthly  publication  schedule,  but 
rather  reflects  a  transition  in  City  & 
Town  editors. 


Elizabeth  Anderson,  who  served  as 
Managing  Editor  beginning  in  1988, 
recently  left  the  Division  to  take  a 
new  post  in  state  government.  Tak- 
ing over  from  Liz  is  Sharyn  S.  Adel- 
man,  who  has  worked  in  the  Divi- 
sion's Treasury  Management  sec- 
tion since  1990. 


We  wish  Liz  the  best  and  welcome 
Sharyn  to  her  new  job.  Thank  you 
for  your  patience  as  we  prepare  our 
new  format  and  return  to  our  regu- 
lar schedule.  ■ 


EDITORIAL  BOARD 

Managing  Editor  -  Sharyn  S.  Adelrrum  Property  Tax  Bureau  -  Harry  Grossrrum 

Local  Aid-  Julie  Slavet  Bureau  oflxtcal  Assessment  -  Regina  McArdle 

Bureau  of  Accounts  -  Joseph  Tassone  Western  Refforuil  Offices  -  Kirsten  Shirer 

Technical  Assistance  -  Frederick  Kingsley  Municipal  Data  Bank  -  John  Sanguinet 

Division  Contributors:  Dave  Davies,  Bmce  Stanford,  George  Zoukee 
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Civil  Motor  Vehicle  Infractions  Transferrec^^'^ 
from  the  Courts  to  the  Registry 


1992 


The  recent  transfer  of  re- 
sponsibility for  CMVIs 

  (Civil  Motor  Vehicle  In- 
fractions) from  the  District  Court 
to  the  Registry  of  Motor  Vehicles 
has  resulted  in  the  distribution  of 
$2.4  million  in  CMVI  fines  to 
communities  this  past  February  and 
March. 

The  Registry,  equipped  to  com- 
puterize citation  data,  trigger 
warning  letters  and  license 
suspensions,  and  centralize  process- 
ing of  transactions,  became 
responsible  for  both  CMVI 
processing  and  enforcement  on 
January  1, 1992. 

Other  significant  CMVI  changes 
that  became  effective  are  as  follows: 

•  The  elimination  of  the  $100 
maximum  fine  ceiling  for  a  CMVI 
will  increase  the  number  of 
violations  that  are  CMVIs,  not 
criminal  misdemeanors. 

•  Motorists  who  receive  CMVIs  will 
mail  their  payments  or  requests  for 
hearings  to  the  Registry  of  Motor 
Vehicles  rather  than  to  the  district 
court. 

•  The  Registry  will  process  and 
distribute  all  payments  received, 
take  suspension  action  against 
defaulters,  and  issue  distress 
warrants  against  defaulting 
corporations. 


•  On  a  periodic  basis,  hearing  re- 
quests received  by  the  Registry  will 
be  referred  to  the  appropriate  dis- 
trict court,  which  will  schedule  and 
conduct  a  hearing. 

The  Courts  and  the  Registry  are 
processing  the  existing  CMVI  back- 
log in  the  District  Courts  and  estab- 
lishing a  new  collection  system.  The 
Registry  has  funded  temporary  help 
for  each  court.  With  the  exception  of 
one  court,  all  unprocessed  citations 
have  been  processed  and  any  rev- 
enue collected  was  included  in  the 
February  distribution  from  the 
courts.  All  citations  in  default  have 
either  been  sent  court  default  no- 
tices or  have  been  forwarded  to  the 
Registry  for  processing.  The  Regis- 
try and  the  Administrative  Office  of 
the  District  Court  are  developing 
plans  to  address  the  backlog  of  more 
than  80,000  hearings  over  the  next 
six  months. 

The  Registry  distributes  CMVI 
fines  via  the  State  Treasurer.  The 
description  line  within  the  distribu- 
tion identifies  the  payment  as 
CMVIs. 

When  projecting  FY93  estimated 
revenues,  communities  should  re- 
view their  CMVI  distributions  to 
identify  regular  collections  versus 
backlog  collections  in  order  to  pre- 
vent an  overestimate  of  local  re- 
ceipts in  FY93. 


An  unassigned  pool  of  fines  has  been 
received  and  identified  by  the  Regis- 
try but  it  cannot  distribute  them. 
Because  the  Registry  has  not  yet 
received  police  copies  of  the  cita- 
tions, it  cannot  identity  the  appropri- 
ate communities  for  payment.  Com- 
munities should  ensure  that  local 
police  chiefs  follow  the  new  proce- 
dures for  forwarding  CMVIs  to  the 
Registry. 

The  Registry  is  currently  in  the  pro- 
cess of  devising  a  status  report  on 
communities'  fines  and  is  requesting 
input  regarding  the  level  of  detail  the 
communities  need.  Any  suggestions 
should  be  sent  in  writing  to:  Dave 
Lewis,  Deputy  Registrar,  Registry  of 
Motor  Vehicles,  or  if  you  have  ques- 
tions call  (617)  727-8327.  ■ 
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 UPDATE 


New  Location  for  Local 
Services  Boston  Office 


his  June  the  Division  of 
Local  Services  is  moving 
its'  Boston  Office  from 


200  Portland  Street  to  the  Leverett 
Saltonstall  State  Office  Building  in 
Government  Center.  Listed  below 
are  closing  and  re-opening  dates,  plus 
new  mailing  and  telephone  informa- 
tion for  your  records: 

Closing  &  Re-Opening  Dates 

The  Portland  Street  office  will  close 
on  Thursday,  June  18  at  3  P.M.  .and 
will  remain  closed  all  day  Friday, 
June  19.  Routine  business  will  not 
be  transacted  during  this  period.  Call- 
ers with  urgent  business  will  be  re- 
ferred to  the  Local  Services  Worces- 
ter regional  office.Our  new  office  at 
the  Saltonstall  Building  will  be  open 
for  business  on  Monday  morning 
June  22. 


The  dates  listed  are  tentative  and 
subject  to  last-minute  changes.  If  you 
are  planning  to  visit  our  Boston  of-, 
fice  during  this  period,  please  call 
first  to  get  the  latest  up-date. 

New  Mailing  Address 

All  mail  sent  to  the  Division  of  Local 
Services  Boston  office  as  of  June  1 
should  be  addressed  as  follows: 

(Name) 

Division  of  Local  Services 

PO  Box  9655 

Boston  MA  02114-9655 

Please  do  not  include  "Department 
of  Revenue"  or  punctuation,  such  as 
commas  or  periods,  in  the  address. 
This  can  delay  your  correspondence 
in  the  DOR  tax  processing  mail  room. 


New  Telephone  Numbers 

Telephone  numbers  remain  the 
same.... 

•  Main  switchboard  (all  staff)... 
(617)  727-2300 

■  Fax  machine ... 
(617)  727-  6432 

•  Toll  -  free  WATS  line... 
(800)  521-5536 

Telephone  number  change.. 

•  Data  Bank  on-line  access... 
(617)  727-4401 

Visitors  Information 

The  Saltonstall  Building  is  located 
on  Cambridge  Street  between 
Bowdoin  and  Somerset  Streets,  one 
block  north  of  the  State  House.The 
Division  of  Local  Services  will  be 
located  on  the  third  floor.  There  is 
ample  commercial  parking  in  the 
area.  The  nearest  MBTA  stops  are 
Bowdoin  (on  the  Blue  Line)  and 
Government  Center  (on  the  Green 
Line).  ■ 


New  Optional  Procedure  for  Borrowing 
By  Cities 


ayors,   Managers  and 
Treasurers  of  the  forty 
cities  in  the  Common- 


wealth now  have  an  additional 
method  of  borrowing  to  consider. 
Chapter  544  of  the  Acts  of  1991, 
signed  by  Governor  Weld  on  Jan- 
uary 9, 1992,  extended  the  authority 
to  borrow  "State  House  Notes"  to 
Cities.  Sections  23  to  27  A  of  Chap- 
ter 44,  were  amended  to  allow  this 
change.  Towns  have  been  borrowing 
under  this  procedure  since  1910; 
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counties  and  regional  school  districts 
since  1949. 

Cities  will  be  eligible  to  issue  State 
House  Notes  for  the  following  types 
of  borrowings: 

•  RevenueorTaxAnticipationLoans 
(RANs  or  TANs) 

•  State  or  Federal  Grant  Anticipa- 
tion Loans  (SANs  or  FANs) 

•  Bond  Anticipation  Loans  (BANs) 

•  Refunding  Loans 

•  Permanent  Serial  Loans 


The  purposes,  maximum  terms  and 
required  documentation  for  ap- 
proval are  set  forth  in  Chapter  44 
and  in  guidelines  issued  by  the  Bu- 
reau of  Accounts. 

To  issue  State  House  Notes,  the 
City  Treasurer  must  obtain  bids 
and  award  the  loan  to  the  winning 
bank  in  the  usual  manner.  The  notes 
are  either  prepared  by  the  Trea- 
surer on  forms  provided  by  the  Bu- 
reau of  Accounts  or  by  the  bank. 

Continued  on  page  7 
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F  O  C  U  S     ON  MUNICIPAL  . 

FINANCE 

Multiple  Tax  Rates: 

Shifting  the  Property  Tax  Burden 


his  Focus  examines  how 
communities  shifted  the 
property  tax  from  the  res- 


idential class  (residential  and  open 
space)  to  the  business  class  (com- 
mercial, industrial  and  personal 
property )  by  adopting  multiple  tax 
rates  in  FY91. 

Classification  &  Adoption  of 
Multiple  Rates 

Communities  must  classify  real  and 
personal  property  into  different  cate- 
gories, record  the  value  in  each  cate- 
gory, and  vote  on  whether  to  tax 
these  categories  at  the  same  or  dif- 
ferent rates.  The  categories  are  resi- 
dential, open  space,  commercial  and 
industrial,  and  personal  property. 

Adopting  different  rates  shifts  the 
property  tax  among  the  different 
classes.  It  does  not  increase  the  size 
of  a  community's  levy.  This  local  op- 
tion enables  communities  to  retain, 
within  certain  limits,  the  relative 
shares  of  the  property  tax  paid  by 
residential  (residential  and  open 
space  property)  and  business  prop- 
erty (commercial,  industrial  and  per- 
sonal property)  that  existed  prior  to 
the  implementation  of  full  and  fair 
cash  valuation. 

7776  Minimum  Residential 
Factor 

The  Classification  Act  requires  the 
calculation  of  a  minimum  residential 
factor  (MRF)  for  each  community. 
The  MRF  defines  the  allowable  shift 
that  can  be  implemented  through 
adoption  of  multiple  tax  rates.  The 
MRF  is  used  to  ensure  that  any  shift 
off  the  residential  class  is  not  so 
large  that  it  creates  a  disproportion- 
ate burden  for  business  property  tax- 
payers. 


Suppose  the  MRF  calculated  for  a 
community  is  92%.  This  means  that 
the  residential  class  cannot  pay  less 
than  92%  of  its  share  of  the  levy, 
based  on  the  value  of  the  residential 
class  as  a  share  of  the  community's 
total  value.  If  the  actual  residential 
share  of  value  is  86.3%,  then  the 
residential  share  of  the  levy  cannot 
be  less  than  86.3%  x  92%,  or  79.4%. 
Communities  can  select  any  residen- 
tial factor  equal  to  or  greater  than 
their  MRF. 

Because  of  the  rapid  appreciation  in 
real  estate  values  in  the  1980's,  the 
Classification  Law  was  amended  by 
Chapter  200  of  the  Acts  of  1988,to 
ensure  that  the  residential  class  would 
not  pay  an  increasingly  higher  per- 
centage of  the  levy  under  the  law's 
original  limits.  Now,  communities 
are  able  to  maintain  relative  shares 
of  the  levy  paid  by  residential  and 
business  taxpayers  since  the  commu- 
nity first  adopted  a  classified  tax  sys- 
tem. 

Existing  classification  limits  are  used 
to  calculate  the  MRF,  unless  these 
limits  would  result  in  the  residential 
class  bearing  a  higher  percentage  of 
the  levy  than  it  paid  in  the  previous 
year.  In  these  cases,  the  MRF  is 
calculated  by  decreasing  the  percent- 
age share  of  the  levy  that  can  be  paid 
by  the  residential  class  from  65%  to 
50%  and  increasing  the  maximum 
share  that  can  be  paid  by  the  business 
class  from  150%  to  175%. 

By  law,  using  these  expanded  limits 
cannot  result  in  an  MRF  that  allows 
the  residential  class  to  pay  a  lower 
share  of  the  levy  than  it  paid  in  any 
year  since  the  community  was  first 
certified  as  assessing  at  full  and  fair 


cash  value.  In  this  case,  DOR  deter- 
mines the  MRF  by  adjusting  the 
share  of  the  levy  paid  by  the  resi- 
dential class  to  the  lowest  percent- 
age imposed  on  this  class  in  any  year 
since  the  community  was  first  certi- 
fied. 

Amount  of  Communities'  Shift 

The  FY91  statewide  levy  was  $4.8 
billion.  If  all  property  were  taxed  at 
the  same  rate,the  residential  class 
would  have  paid  $3.6  billion  and  the 
business  class  would  have  paid  $1.1 
billion  in  property  taxes.  With 
shifting,  the  residential  class  paid 
property  taxes  of  $3.2  billion  and 
the  business  class  paid  property  taxes 
of  $1.6  billion. 

Statewide  in  FY91,  the  105  commu- 
nities that  adopted  multiple  rates 
shifted  a  total  of  $450  million,  or 
86%  of  their  allowable  shift  from 
residential  to  business  taxpayers. 
Under  the  law,  these  communities 
could  have  shifted  another  $71  mil- 
lion. Those  communities  that  chose 
not  to  shift  at  all  could  have  shifted 
a  total  of  $126  million.  Thus,  eli- 
gible communities  could  have  shift- 
ed an  additional  $197  million  to 
business  taxpayers.  Seventy  percent 
of  the  potential  statewide  shift  of 
$647  million  was  implemented. 

In  contrast  statewide  in  FY90  com- 
munities that  adopted  multiple  tax 
rates  shifted  a  total  of  $402.8  mil- 
lion from  residential  to  business  tax- 
payers, representing  83.2%  of  the 
potential  shift.  These  communities 
could  have  shifted  another  $81.6 
million.  Those  communities  that 
chose  not  to  shift  at  all  could  have 
shifted  a  total  of  $109.8  million  in 

FY90.  Continued  on  page  6 
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FOCUS  continued  from  page  3 
67.8%  of  the  potential  shift  of  $109.8 
million  was  accomplished. 

The  dollar  shift  from  residential  to 
business  taxpayers  per  community 
ranges  from  $20,000  to  $152  million. 

Chart  1  on  page  6  shows  the  state- 
wide actual  and  potential  shift  from 
residential/open  space  to  business 
taxpayers. 

Table  1  provides,  by  community: 

•  Residential/open  space  share  of  as- 
sessed value 

•  Residential/open  space  share  of  the 
levy 

•  Minimum  Residential  Factor  (low- 
est residential  factor  allowed  by  law) 

•  Residential  factor  chosen 

•  Actual  dollars  shifted  from  resi- 


dential/open space  classes  to  the 
commercial/industrial/personal 
property  classes 

•  Actual  residential  tax  rate  for  those 
communities  that  adopted  multiple 
rates;  the  actual  rate  for  those  com- 
munities that  did  not  adopt  mul- 
tiple rates 

•  Tax  rate  if  no  shift  shows  what  the 
rate  would  have  been  if  the  commun- 
ity had  not  adopted  multiple  rates. 

Those  communities  for  which  there 
are  no  figures  in  the  "Residential 
Factor  Chosen"  column  selected  a 
factor  of  1-  they  chose  not  to  shift 
any  of  the  levy  from  the  residential/ 
open  space  classes  to  the  commer- 
cial/industrial/personal property 
class.  Each  category  is  paying  100% 


of  its  share  of  the  levy  and  there  is  a 
single  rate. 

For  the  purposes  of  this  report,  the 
categories  of  property  are  combined 
into  two  classes:  residential/open 
space  (R)  and  commercialAndustrial/ 
personal  (CIP).  These  are  the  groups 
for  which  different  tax  rates  can  be 
set. 

Data  reflects  35 1  communities'  FY91 
values. 

For  assistance  in  understanding  clas- 
sification and  adoption  of  multiple 
tax  rates,  contact  the  Property  Tax 
Bureau,  (617)  727-2300.  For  data  on 
valuation  and  levies,  contact  the 
Municipal  Data  Bank,  (617)  727- 
2300.  ■ 


FY91  Statewide  Actual  &  PotentiaJ  Dollar  Shift  for 
all  Eligible  Communities 

Actual  Shift   


Shifting  Cmties:  Addtl 
$71  m 

Statewide  Potential  Shift  =  S647 
million 


Chart  1 


,..DATA  BANK  HIGHLIGHT  , 


The  Municipal  Data  Bank  is  a  clear- 
inghouse for  a  wide  variety  of 
municipal  financial  and  socio-eco- 
nomic data.  This  information  can  be 
obtained  on  printouts  or  diskettes 
by  calling  (67  7j  727-2300 ext.  476  or 


via  computer  modem  on  the  Online 
Data  Access  System  at(  617)  227- 
6533. 

The  "Municipal  Demographic  Pro- 
file" is  a  one-page  report  that  shows 


a  community's  figures  in  areas  such 
as  population,  income,  age,  labor 
force,  registered  voters,  housing 
units,  rent,  births,  and  school  child- 
ren. The  report  includes  1990  data 
from  the  1990  census.  ■ 
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In  either  case,  the  notes  and  all 
relevant  documents  are  forwarded 
to  the  Bureau  of  Accounts  for  certif- 
ication by  the  Director  and  delivery 
to  the  bank. 

Historically,  the  features  which  Trea- 
surers and  other  municipal,  district 
and  county  officials  have  found  a 
practical  attribute  for  State  House 
Notes  were  the  relative  ease  and 
efficiency,  of  issuance,  modest  issu- 
ance costs,  familiarity  and  coopera- 
tion by  Massachusetts  banks,  plus 
the  availability  of  assistance  from 
Bureau  of  Accounts. 

Conventionally  State  House  Notes 
have  been  sold  with  a  slightly  higher 
interest  rate  than  notes  sold  with  full 
disclosure  which  are  certified  by  the 
bank  with  a  legal  opinion  from  bond 
counsel. 


State  House  Notes  are  subject  to 
Securities  and  Exchange  Commission 
disclosure  laws,  which  apply  to  loans 
over  certain  dollar  amounts  not  pri- 
vately placed.  Municipal  officials 
will  have  to  determine  if  the  lower 
cost  of  issuance  combined  with  poss- 
ibly higher  interest  rates  offsets  the 
higher  cost  of  issuance  of  other  meth- 
ods for  issuing  debt. 

We  anticipate  that  this  optional  pro- 
cedure will  be  of  greatest  interest  to 
smaller  cities;  further,  the  procedure 
may  be  appropriate  in  your  city  for 
some  types  of  borrowing  and  not 
others. 

Detailed  procedures  prepared  by  the 
Bureau  of  Accounts,  and  an  initial 
supply  of  notes,  are  available  and 
have  been  sent  to  City  Managers, 


Division  of  Local  Services 

City  Treasurers,  City  Auditors  and 
City  Clerks. 

We  are  aware  that  some  cities,  by 
charter  provision  or  ordinance,  re- 
quire signature(s)  on  the  notes  and 
City  Clerk's  certificates  other  than 
the  Treasurer  and  Mayor  or  City 
Manager.The  Bureau  of  Accounts 
has  required  each  City  Clerk  to 
prepare  a  certification  of  the  official 
signatures  required  on  the  notes 
along  with  copies  of  relevant  char- 
ter provisions  or  ordinances  which 
should  be  sent  in  to  the  Director  of 
Accounts. 

If  you  have  any  questions  regarding 
the  applicability  or  provisions  of 
this  procedure,  please  contact  James 
Johnson,  Assistant  Director  of  Ac- 
counts, or  George  Zoukee,  at  (617) 
727-2300.  ■ 


MUNICIPAL    FISCAL  CALENDAR  ...... 

June  1 

Clerk  / /^countant  Assessors  -  Deadline  for  certification  of  appropriations.  This  is  done  after 
town  meeting  so  the  Accountant  may  set  up  the  account  for  each  department  in  the  municipality 
Assessors  I  Determine  valuation  of  other  -  municipal  or  district  land.  In  certain  communities 
where  land  is  owned  by  another  community  or  district,  the  value  of  the  land  is  determined  by  the 
Assessors  in  the  year  following  a  revaluation  year  for  in-lieu  of  tax  payments. 

DOR:  BLA  I  Assessors  -  Mail  proposed  EQV. 
June  10 

DOR:  BLA  -  Public  hearing  on  proposed  EQVs  (1992). 
June  15 

DOR  I  Assessors:  Owners  -  Certification  of  pipeline  company  valuations 

Assessors  I ATB  -  Deadline  for  appealing  Commissioner's  telephone  &  telegraph  valuations. 
Assessors  I  Collector  -  Make  preliminary  quarterly  tax  commitment.  The  preliminary  tax  commit- 
ment must  be  based  on  the  prior  year's  net  tax  on  the  property  and  may  not  exceed,  with  limited 
exceptions,  50  percent  of  that  amount.  This  should  be  done  early  enough  for  the  preliminary 
quarterly  bills  to  be  mailed  by  July  1. 
June  20 

Assessors  I  Collector  -  Final  date  to  make  omitted  or  revised  assessments.  As  required  by 
M.G.L.  Chapter  59,  Sec.  75  and  76,  if  a  property  is  inadvertently  not  included  or  mistakenly 
under-assessed  on  the  warrant  for  property  taxes,  it  is  the  Assessors  role  to  correct  the  mistake 
and  assess  the  property  correctly.  Such  an  assessment  may  not  be  made  later  than  June  20  of  the 
taxable  year,  or  90  days  after  the  date  on  which  the  tax  bills  are  mailed,  whichever  is  later. 
June  30 

Assessors  I  Selectmen:  Accountant  -  Overlay  surplus  closes  to  surplus  revenue.  Each  year , 
any  balance  in  the  overlay  reserve  accounts,  in  excess  of  the  amount  of  the  warrant  remaining  to 
be  collected  or  abated  in  that  year,  is  certified  by  the  Assessors.The  transfer  from  overlay 

 Continued  on  page  8 
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(Continued  from  page  7)  to  the  Overlay  suiplus  is  done  by  the  Assessors'  own  initiative  or  within  ten  days 
of  a  written  request  by  the  chief  executive  officer.  Once  in  overlay  surplus,  these  funds  may  be 
appropriated  for  any  lawful  purpose.  Any  balance  in  the  overlay  surplus  at  the  end  of  the  fiscal  year 
shall  be  closed  to  surplus  revenue  and  eventually,  free  cash. 

Stctfe  Treasurer  I  Treasurer-  Notification  of  quarterly  local  aid  payment  before  June  30. 
Assessors  -  Physical  inventory  of  all  parcels  for  communities  which  accepted  M.G.L.  Chapter  59,  Sec. 
2A(a)  (Chapter  653  of  the  Acts  of 1989.) 

Assessors  I  DOR:  PTB  (Property  Tax  Bureau)  Submit  annual  report  of  omitted  or  revised  assessments. 
Last  day  to  submit  requests  for  current  fiscal  year  reimbursements  of  exemptions  granted  under  the 
various  clauses  of  Chapter  59,  Sec.5.  If  an  exemption  is  granted  to  a  residential  property  ownerand 
the  resulting  property  tax  lowered,  then  the  town  collects  less  tax  revenues  than  anticipated.  These 
exemptions  are  partially  reimbursed  by  the  state  as  indicated  under  Payment  for  Loss  of  Taxes,  Sec. 
A  of  the  Cherry  Sheet.  It  is  the  responsibility  of  the  Assessors  to  submit  all  exemptions  to  DOR  in 
order  that  the  town  be  reimbursed  for  statutory  exemptions.  If  the  Assessors  fail  to  submit  a  request, 
the  town's  loss  of  tax  revenues  will  not  be  offset  by  exemption  reimbursements  from  the  state.  These 
reimbursements  may  not  be  filed  retroactively  for  any  year. 

DOR:  BOA  -  Completion  of  audits.  Audits  for  the  previous  fiscal  year  are  required  by  federal 
guidelines  and  must  be  completed  and  filed  with  the  BOA  by  this  date. 
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A  Publication  of  the  Massachusetts  Dp^^jOmentof  Revenue's  Division  of  Local  Services 

Mitchell  Adams,  Commissioner  '^^^^  Leslie  Kinvan,  Deputy  Commissioner 

School  ChoiQ^^J^opranr^^ 

he  School  Choice  program' O^Mttop.|^^^^/l^: 
provides  every  Massachu-  "  ' 
setts  student  the  opportu- 
nity to  attend  a  public  school  in  an- 
other school  district  if  that  school 
district  has  voted  to  participate  in 
the  program.  This  program  was  first 
implemented  in  the  1991-1992 
school  year. 

The  School  Choice  program  estab- 
lishes Sending  &  Receiving  school 
districts.  Districts  participate  by 
choosing  to  accept  non-resident  stu- 
dents and  are  labeled  receiving 
municipal  and  regional  school  dis- 
tricts. Sending  districts  are  those 
municipalities  in  which  a  participat- 
ing student  resides. 

Chapter  70  School  Aid 

The  most  significant  feature  of  the 
School  Choice  program  is  that  the 
costofeducatingstudents  from  other 
districts  is  financed  by  the  Chapter 
70  School  Aid  funds  of  the  sending 
district.  The  transfer  of  funds  from  a 
sending  district  to  a  receiving  dis- 
trict occurs  as  part  of  the  quarterly 
distribution  of  local  aid.  In  order  to 
determine  final  School  Choice  costs 
each  receiving  school  district  was  re- 
quired to  certify  enrollment  figures 
to  the  Department  of  Education  by 
October  1,  1991  and  April  1,  1992. 
(The  FT92  Cherry  Sheet  Program 
Manual  presents  more  detailed  in- 
formation on  Chapter  70  School  Aid 
funds.) 

Chapter  493 

Recognizing  the  financial  impact  that 
School  Choice  assessment  would 
have  on  sending  districts,  Chapter 
493  Sec.  2  was  enacted  in  December, 
1991.  Chapter  493  provided  $2.7 


;50%or75% 
of  lTtAiis^'yyU^^er  70  funds 
incurred  by  sefwfl|\^istricts.  Also, 
in  the  case  of  those  sending  districts 
that  were  allocated  no  FY92  Chap- 
ter 70  funds  or  insufficient  Chapter 
70  funds  to  cover  their  full  School 
Choice  liability,  Chapter  493  pro- 
vided funds  to  cover  the  amounts 
due  from  these  sending  districts  to 
receiving  districts,  subject  to  avail- 
ability of  funds.  These  funds  were 
awarded  by  the  Secretary  of  Educa- 
tion based  on  applications  submit- 
ted by  the  participating  districts. 

School  Choice  FY92 

Receiving  districts  received  the 
first  payment  of  School  Choice  funds 
as  part  of  the  December  31,  1991 
quarterly  local  aid  distribution  and 
received  the  balance  of  School 
Choice  funds  due  to  them  as  part  of 
the  June  30, 1992  quarterly  local  aid 
distribution. 

Sending  communities  were  assessed 
the  amount  due  for  School  Choice 
as  part  of  the  local  aid  distribution. 

Final  assessments  and  payments  re- 
flected adjustments  due  to  enroll- 
ments as  of  April  1, 1992  and  funds 
allocated  under  Chapter  493.  The 
reduction  of  a  sending  district's  li- 
ability resulting  from  Chapter  493 
did  not  result  in  a  payment  to  the 
sending  district,  but  only  in  a  reduc- 
tion of  the  amount  deducted  from 
the  sending  district's  fourth  quarter 
Chapter  70  payment. 

School  Choice  Impact  on 
Municipal  Finances 

Chapter  76,  Sec.  12b  authorizes  that 
these  funds  are  to  be  deposited  by 


the  treasurer  in  a  separate  account 
and  may  be  expended  by  the  school 
school  committee  without  further 
appropriation.  Whenever  such 
funds  are  received  after  submission 
of  the  annual  budget,  they  shall  be 
reported  as  the  prior  year's  revenues 
at  the  time  of  the  submission  of  next 
year's  school  budget. 

Local  officials  in  the  sending  com- 
munities should  be  aware,  however 
that  the  loss  in  Chapter  70  funds 
due  to  School  Choice  could  result  in 
a  revenue  deficit  that  will  have  to  be 
raised  in  FY93. 

School  Choice  receipts  and  assess- 
ments appeared  on  the  notification 
regularly  provided  by  the  State  Trea- 
surer to  communities  and  regional 
school  districts  as  part  of  the  quar- 
terly local  aid  distribution.  If  you 
would  like  to  know  final  School 
Choice  figures  for  your  community 
or  are  interested  in  an  informational 
Bulletin  which  was  released  in  May 
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In  Our  Opinion 


Q'     What  interest  charges  and 
■   deputy  collector  fees  may 

I  1  be  imposed  if  motor  vehicle 

excise  bills  are  not  paid  on  time? 
A:  Chapter  60A  Sec.  2  of  the  Mass- 
achusetts General  Laws  provides  that 
motor  vehicle  excises  are  due  and 
payable  at  the  expiration  of  30  days 
from  the  date  the  notices  are  first 
sent.  Unless  payment  is  received  by 
the  collector  on  or  before  the  thirti- 
eth day,  interest  is  imposed  at  the 
rate  of  12  per  cent  per  annum  from 
the  thirty-first  day  until  the  excise  is 
paid.  In  addition,  Chapter  60  Sec.  15 
imposes  certain  fees.  If  the  excise  is 
outstanding  for  more  than  one  day 
after  the  due  date,  the  collector  may 
issue  a  demand,  the  charge  for  which 
is  $5.00.  If  the  excise  remains  unpaid 
for  14  days  after  the  demand,  the 
collector  may  issue  a  warrant  to  the 
dep  uty  collector,  the  charge  for  which 
is  $5.00.  The  deputy  should  send  by 
regular  mail  a  notice  of  warrant  to 
the  taxpayer,  the  charge  for  which  is 
$9.00.  Upon  a  failure  to  pay  within 
30  days,  the  deputy  collector  may 
personally  deliver  a  service  warrant 
to  the  delinquent  taxpayer  at  his 
home  or  business.  The  charge  for 
personal  service  of  the  warrant  is 
$14.00.  Note:  the  $14.00  charge  may 
not  legally  be  imposed  if  the  deputy 
merely  mails  the  warrant.  It  is  the 
responsibility  of  the  collector  and 
deputy  alike  to  make  sure  that  ac- 
tual personal  service  is  properly  made 
before  the  $14.00  amount  may  be 
charged.  A  tax  collector  may  at  any 
time  notify  the  Registrar  of  Motor 
Vehicles  of  an  excise  delinquency, 
then  the  Registrar  will  not  renew  the 
registrant's  license  and  registration 
upon  their  expiration  until  receipt 
of  notification  from  the  collector  that 
full  payment  has  been  made.  The  tax 
collector  may  employ  this  collection 
procedure  in  conjunction  with,  or  in 


place  of,  utilization  of  the  services  of 
either  a  deputy  collector  or  a  collec- 
tion agency.  Moreover,  personal  de- 
livery is  mandated  only  when  a  col- 
lector has  issued  a  warrant  to  a 
deputy  collector.  Otherwise,  per- 
sonal delivery  is  discretionary  with 
the  collector. 

Q:  A  taxpayer  returned  his  plates  to 
the  Registry  on  February  1, 1992.  Is 
the  taxpayer  entitled  to  an  abate- 
ment for  the  period  of  March  to 
December  1992  inclusive? 
A:  No.  If  an  abatement  application 
had  been  filed  on  time,  the  assessors 
could  not  abate  the  bill  since  the 
taxpayer  did  not  sell  or  otherwise 
transfer  ownership  of  the  vehicle  as 
required  by  Chapter60  Sec.  lofthe 
M.G.L.  Mere  cancellation  of  the 
registration  does  not  warrant  an 
abatement  of  the  excise. 

Q:  A  taxpayer  sold  his  vehicle  in  July 
1991.  What  must  the  taxpayer  do  in 
order  to  obtain  an  abatement  of  the 
1992  motor  vehicle  excise? 
A:  Even  though  the  taxpayer  sold 
the  vehicle  in  1991,  the  vehicle  was 
still  registered  to  him/her  as  of  Jan- 
uary 1,  1992.  Under  Chapter  60A 
Sec.  1  of  the  M.G.L.,  in  order  to 
receive  an  abatement  of  the  motor 
vehicleexcise  when  ownership  of  the 
vehicle  has  been  transferred,  the  tax- 
payer must  establish  that  a  transfer 
of  ownership  has  occurred  by  sale, 
trade  or  otherwise,  and  the  certifi- 
cate of  registration  and  plates  have 
been  surrendered  or  transferred  to 
another  vehicle.  Any  abatement 
period  would  begin  after  the  month 
in  which  the  final  statutory  require- 
ment was  satisfied. 

Q:  Are  all  servicemen  automatically 
exempt  from  the  Massachusetts 
motor  vehicle  and  trailer  excise? 


A:  No.  Under  the  Soldiers  and  Sail- 
ors Civil  Relief  Act  federal  legisla- 
tion found  in  the  U.S.A.  Code,  Title 
50  App.  Sec  .574,  persons  serving  in 
the  United  States  military  are  not 
subject  to  an  excise  on  motor  ve- 
hicles registered  in  the  Common- 
wealth if  these  servicemen  are  non- 
residents of  Massachusetts  and  are 
stationed  in  Massachusetts  pursu- 
ant to  military  orders.  If  military 
records,  for  example,  indicate  that 
an  individual  is  not  a  resident  of 
Massachusetts  and  is  residing  out- 
side of  the  state  of  his  residence  in 
compliance  with  military  orders,  he/ 
she  would  be  entitled  to  exemption 
from  the  motor  vehicle  and  trailer 
excise  on  a  vehicle  which  he  owns 
and  registers  in  Massachusetts.  His 
ownership  of  real  estate  in  this  state 
does  not  affect  the  exemption  of  the 
motor  vehicle  excise.  However,  a 
Massachusetts  resident  inducted 
from  Massachusetts  or  someonewho 
now  claims  residence  in  this  state, 
even  if  presently  serving  in  the  armed 
forces,  is  liable  for  the  excise. 

Q:  Does  the  present  market  value  of 
a  motor  vehicle  affect  the  amount  of 
excise  imposed? 

A:  No.  Chapter  60A  does  not  take 
into  consideration  the  purchase  price 
or  present  value  of  a  vehicle.  The 
excise  is  levied  for  the  privilege  of 
registration  and  is  based  on  certain 
percentages  of  the  manufacturer's 

list  price  in  the  year  of  manufacture. 
■ 

I  I 

School  Choice  continued  from  page  1. 

explaining  how  SchoolChoice  re- 
ceipts and  assessments  were  made 
through  the  FY  92  local  aid  distribu- 
tion please  call  Julie  Slavet,  (617) 
727-2300.  m 
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FINANCE 

Trends  in  Motor  Vehicle  Excise 
Tax  Collections  Pr82-FY91 


his  issue  o{  City  &  Town 
Focus  examines  Motor  Ve- 
hicle Excise  Tax  Collection 


trends  from  FY82  through  FY91. 
We  present  both  current  (actual)  and 
constant  (inflation-adjusted)  dollars 
to  show  what  Motor  Vehicle  Excise 
taxpayers  have  paid  as  well  as  the 
real  municipal  purchasing  power  of 
this  revenue  source. 

M.G.L.  Ch.  60A  requires  an  annual 
excise  payment  in  order  to  register  a 
vehicle  in  Massachusetts.  Cities  and 
towns,  with  assistance  from  the  Reg- 
istry of  Motor  Vehicles,  now  print 
over  5  million  MVE  bills  and  collect 
over  $285  million  in  MVE  taxes. 

This  Focus  reveals  that  while  the 
statewide  MVE  total  in  current  dol- 
lars has  risen  by  154%  between  FY82 
and  FY91,  and  in  constant  dollars 
the  MVE  has  risen  by  66%  over  this 
period. 

Findings:  In  Current  Dollars 

Between  FY82  and  FY86,  MVE  col- 
lections increased  by  $  129  million  or 
115%,  with  a  consistent  percentage 
increase  each  year.  However,  collec- 
tions between  FY86  and  FY91  in- 
creased by  only  $44  million,  or  18%, 
in  a  more  erratic  pattern. 

During  FY81,  Proposition  2  1/2  re- 
duced the  MVE  tax  rate  from  $66 
per  thousand  to  $25  per  thousand. 
The  first  tax  levy  affected  was  in 
fiscal  year  1982.  MVE  revenues  state- 
wide only  returned  to  FY80  levels  in 
FY88.  FY80  collections  of  $266 
million  as  compared  to  the  FY91 
collections  of  $285  million  reveal 
only  a  7%  increase. 


Overall,  between  FY82  and  FY91, 
the  MVE  increased  by  $173  million 
or  154%,  from  $112  million  to  $285 
million.  For  particular  communities, 
the  percentage  increase  in  MVE  rev- 
enues ranged  from  a  high  of  750%to 
a  low  of  9%.  Most  of  the  Common- 
wealth's cities  and  towns  experienced 
increases  smaller  than  the  statewide 
average. 

In  Constant  Dollars 

Constant  dollars  are  adjusted  for 
inflation.  We  have  used  the  U.S.A. 
Department  of  Commerce,  Bureau 
of  Economic  Analysis  Price  Index 
for  State  and  Local  Government  Pur- 
chases of  Goods  and  Services  to  show 
the  real  purchasing  power  of  the 
MVE  for  communities. 

In  constant  dollars,  MVE  collec- 
tions increased  66%  from  $112  mil- 
lion to  $186  million  between  FY82 
and  FY91.  The  FY91  collections  in 
constant  dollars,  are  still  at  FY85 
current  levels. 

For  particular  communities,  the 
change  in  MVE  collections  in  con- 
stant dollar  terms  ranged  from  a  de- 
crease of  29%  to  an  increase  of 
455%. 

A  Source  of  Local  Revenue 

From  FY82  to  FY91,  MVE  rev- 
enues, as  a  percentage  of  locally  gen- 
erated, non-property  tax  revenues, 
ranged  from  a  low  of  14.9%  to  a  high 
of  20.8%.  The  drop-off  from  the 
FY89  level  of  20.8%  of  revenues  to 
16.3%  of  revenues  in  FY  91  is  due  to 
three  major  factors:  (1)  The  increase 
in  other  local  charges  and  fees  im- 
posed by  cities  and  towns.  (2)  The 


total  commitments  issued  by  the 
Registryof  Motor  Vehicles.  (3)  The 
economy  as  a  whole  in  which  the 
level  of  new  car  sales  has  decreased. 

By  Kind  of  Community 

Using  the  Department  of  Education 
classification  for  Kinds  of  Commu- 
nities, in  constant  dollars,  from  FY82 
to  FY91,  the  MVE  increased  the 
mostinsmall  rural  communities  and 
least  in  urbanized  centers. 

Recent  Legislation 

In  an  effort  to  enforce  collection  of 
unpaid  MVE  amounts,  Ch.  653  of 
1989  added  MVE  to  the  Parking 
Non-Renewal  System  of  the  Regis- 
try of  Motor  Vehicles.  Once  in  place 
in  the  city  or  town,  this  system  will 
prevent  renewal  of  the  vehicle's  reg- 
istration or  the  driver's  licence  until 
full  payment  of  the  outstanding 
MVE  plus  late  charges  and  fees  have 
been  made. 

For  additional  information  the 
April/May,  1992  issue  of  CUy  & 
Town,  volume  5,  Number  5,  had  an 
article  on  "Civil  Motor  Vehicle  In- 
fractions Transferred  from  the 
Courts  to  the  Registry." 


Notes: 

Table  1:  detail  lists,  by  community: 
FY82  Actual  MVE  collections, 
FY91  Actual  and  Constant  (Ad- 
justed for  Inflation)  MVE  collec- 
tions and  percentage  changes  from 
the  FY82  Actuals.  An  asterisk  indi- 
cates the  FY92  estimate. 

Conimued  on  page  6 
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City&  Town  June  /July,  1992 


Division  of  Local  Services 


Financial  l\/lanagement  Assistance 
Program 


T'  I  he  Division  of  Local  Ser- 
vices has  been  a  significant 

 '  resource  for  all  municipal 

officials  —  from  Selectmen  and  Fi- 
nance Committees  to  Treasurers, 
Collectors,  Accountants,  Assessors 
and  Managers.  Many  of  you  have 
relied  on  us  for  years  to  answer  ques- 
tions on  taxation,  valuation,  and  fis- 
cal management,  to  train  your  board 
members  and  staff.  We  have  updated 
you  on  the  laws  and  provided  manu- 
als on  rulings  and  procedures. 

Since  January  1984,  we  have  been 
supplementing  these  traditional 


functions  with  full-scale  financial 
management  consulting  services  that 
draw  upon  our  many  fields  of  exper- 
tise. The  Division  has  completed  over 
200  projects  for  a  wide  range  of  cities 
and  towns,  resulting  in  comprehen- 
sive, written  reports  with  effective 
and  practical  recommendations. 

The  Division  offers  two  basic  ap- 
proaches to  financial  management 
assistance  to  cities  and  towns.  The 
first,  the  financial  management  re- 
view, is  an  assessment  of  the  overall 
financial  operations  of  the  commu- 
nity, including  the  budget  process. 


capital  planning  and  cash  manage- 
ment. 

In  the  second  approach,  the  Local 
Services  staff  focuses  on;  a  particu- 
lar problem  identified  by  the  local 
officials.  Examples  include  costing 
municipal  services,  revenue  and  ex- 
penditure forecasting,  and  analyz- 
ing specific  financial  problems.  For 
more  information  on  the  Divisions' 
financial  management  assistance 
program  please  call  Robert 
Addelson  or  Rick  Kingsley  at  (617) 
727-2300.  m 


Focus  continued  from  page  3 

Notes: 

The  following  graph  illustrates,  for 
FY82  to  FY91,  the  percent  change 
in  MVE  collections  in  current  dol- 
lars and  their  corresponding  percents 
of  Total  Non-Property  Tax  related 

T&venucs. (Fluctuations  fromyeartoyear  can 
t>e  due  to  the  number  of  new  car  sales  and 
patterns  of  billings  by  the  Registry.) 

This  focus  was  prepared  by  the  Mu- 
nicipal Data  Bank  using  Tax  Rate 
Recapitulation  data. 


Change  in  Motor  Vehicle  Excise  Taxes 
VS. 

Percent  of  Total  Non  Property  Tax  Revenue 
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Division  of  Local  Services 


Cherry  Sheets  for  FY93 


I  n  June  1st,  the  Department 
ofRevenue  issued  the  ear- 
liest Cherry  Sheets  since 
fiscal  year  1989.  The  FY93  Cherry 
Sheets  are  based  on  a  Resolution 
approved  by  the  Legislature  and 
certain  provisions  of  House  1,  the 
Governor's  proposed  Fy93  budget. 
Upon  final  enactment  of  the  FY93 
budget,  communities  and  districts 
will  be  notified  of  any  changes  in 
their  local  aid  estimates. 


The  estimated  FY93  distribution  to 
cities,  towns  and  regional  school  dis- 
tricts totals  $2,155  billion, down  from 
FY92  by  $41.3  million  or  2.2  per- 
cent. The  bulk  of  the  decrease  is  be- 
cause FY93  Highway  Aid  covers  only 
a  single  year's  estimated  receipts 
compared  to  a  double  distribution  in 
FY92.  Other  major  accounts.  Chap- 
ter 70  School  Aid,  Additional  Assis- 
tance and  Lottery  are  funded  at  their 
FY92  levels. 


It  should  be  noted  that  the 
FY93  Cherry  Sheets  do  not  in- 
clude any  part  of  the  proposed 
$186  million  in  added  aid  to 
public  schools  included  in  the 
pending  education  reform  act. 
The  status  of  that  proposal  was 
uncertainat  the  time  the  Cherry 
Sheets  were  issued. 

For  further  information,  call 
Julie  Slavet  of  the  Local  Aid 
Section  at  (617)  727-2300,  ext. 
454.  ■ 


...  MUNICIPAL    FISCAL  CALENDAR 

July  1 


Collector/  Taxpayer-  Deadline  for  rriailing  in  preliminary  quarterly  tax  bill. 
Assessors  I  DOR:  MDM/TAB  -  Report  of  exempt  property  (Form  121  and  Form  3 -ABC).  The  Board 
of  Assessors  must  annually  complete  and  submit  to  DOR  a  report  of  property  exempt  from  taxation 
on  Form  121.  This  statement  is  a  detailed  list,  including  a  description  and  valuation  of  property 
exempt  from  taxation  as  entered  upon  the  valuation  list  of  the  town  pursuant  to  Chapter  59,  Section 
51.  Form  12 1  is  based  on  Form  3-ABC  which  is  filed  with  the  Board  of  Assessors  by  those  charitable 
organizations  which  have  been  granted  an  exemption  from  local  real  estate  and  personal  property 
taxes. 

Accountant  I  DOR:  BOA  -  Certification  date  for  free  cash.  Two  weeks  after  the  close  of  a  fiscal 
year,  all  accounts  are  closed  out  and  the  resulting  balance  sheet  is  submitted  to  DOR  for 
certification.  Free  cash  is  certified  any  time  after  this  date. 


July  15 

Assessors  /  ATB  -  Deadline  for  appealing  Commissioner's  pipeline  valuations  . 


DOR  :  BOA  -  Perform  quality  reviews  of  audits  performed  by  independent  public  accounting  firms. 
When  an  audit  by  a  private  firm  is  contracted  by  a  community  for  the  prior  fiscal  year,  the  results 
of  the  audit  shall  be  made  available  within  30  days  after  the  completion  of  the  audit ,  but  no  later  than 
the  thirteen  months  after  the  end  of  the  audit  period  (Circular  No.  A-128  OMB.)  The  results  are 
reviewed  by  BOA  for  two  reasons:  (1)  Presentation,  and  (2)  Content.  The  presentation  of  the  report 
includes  a  review  of  whether  audit  guidelines  and  standards  are  followed.  The  content  of  the  report 
includes  a  review  of  the  CPA  firm's  recommendations.  BOA  will  contact  the  community  to  inquire 
about  the  corrective  action,  if  any,  that  will  be  taken  by  the  community.  Based  on  the  details  and 
content  of  the  corrective  action  plan,  DOR  and  the  community  may  arrange  a  field  review  to 
compare  the  action  plan  to  the  resulting  improvements. 
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The  Municipal  Data  Bank  is  a  clear- 
inghouse for  a  wide  variety  of 
municipal  financial  and  socio-eco- 
nomic data.  This  information  can  be 
obtained  on  printouts  or  diskettes 
hyc^\\ing(617)  727-2300 ext.  476  or 


via  computer  modem  on  the  Online 
Data  Access  System  at(  61 7)  227- 
6533. 

The  FY93  Cherry  Sheet  Estimates 
booklet  is  now  available  upon  re- 


quest. It  contains  estimates  for  each 
city,  town,  and  regional  school  dis- 
trict for  each  receipt  and  assessment 
program.  PC  users  can  obtain  this 
information  on  diskette  or  through 
the  online  Data  Access  System.  ■ 
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Local  Budgets  and  the  Use  of 
Reserves,  FY89  -  92 


Lesliiimfm 

SEP  2  3  1992 

'  ^  -  o\  Massachusett 
depository  Copy 


_  I  eginning  in  FY90,  Massa- 
chusetts  cities  and  towns 
 I  experienced  three  suc- 
cessive years  of  local  aid  cuts  as  a 
result  of  the  Commonwealth's  fi- 
nancial difficulties.  This  article  ex- 
amines the  impact  of  these  cuts  on 
local  budgets  and  the  ways  in  which 
communities  coped  with  local  aid 
reductions  by  use  of  reserves  and 
other  means. 

Between  FY89  and  FY92,  local  aid 
to  cities  and  towns  decreased  by  a 
total  of  $610.9  million.  While  this 
amount  represented  a  significant 
decline  in  local  revenues,  munici- 
pal budgets  nonetheless  contin- 
ued to  climb  slightly  in  current  dol- 
lars until  FY92,  showing  a  4.6% 
increase  between  FY89  and  FY90 
and  a 2. 8%  increase  between  FY90 
and  FY91. 

FY92  was  the  first  year  in  which 
municipal  governments  in  the  ag- 
gregate spent  -  in  current  dollars- 
less  than  in  the  previous  year.  For 
those  communities  that  have  set 
their  FY92  tax  rates,  spending 
dropped  by  $17.4  million  or  0.2% 
from  the  previous  year.  However, 
the  impact  on  local  services  was 
minimized  through  use  of  the  teach- 
ers' summer  pay  deferral  autho- 
rized in  the  FY92  budget  (and  most 
recently  amended  by  Ch.  336  of 
the  Acts  of  1991).  This  mechan- 
ism allowed  communities  in  effect 
to  spend,  legally,  over  the  bud- 
geted level  for  teachers'  salaries. 
In  opting  to  use  this  provision,  1 07 
communities  deferred  approxim- 


ately $51  million.  If  this  deferred 
spending  were  counted  in  FY92, 
local  budgets  actually  did  not  de- 
cline in  FY92  from  the  FY91  level, 
but  rather  rose  by  0.99%.  This  per- 
centage more  accurately  reflects 
the  level  of  spending  in  communi- 
ties in  the  aggregate.  (Additionally, 
71  school  districts  were  awarded 
$30  million  in  FY92  educational 
emergency  grants,  further  increas- 
ing effective  local  spending  lev- 
els.) 

The  number  of  communities  expe- 
riencing declines  in  theirtotal  bud- 
gets has  increased  in  recent  years. 
Between  FY89  and  FY90,  43  com- 
munities experienced  budget  de- 
clines in  current  dollar  terms.  Be- 
tween FY90  and  FY91,  that  num- 
ber grew  to  93  communities.  Be- 
tween FY91  and  FY92,  121  com- 
munities experienced  budget  de- 
creases, with  the  number  drop- 
ping to  99  if  the  additional, 
unbudgeted  spending  authorized 
by  the  teachers'  summer  pay  de- 
ferral is  factored  in  for  FY92. 

Looking  over  the  entire  three-year 
period,  124  communities,  or  35%, 
did  not  experience  a  decline  in 
total  budgets  in  any  year.  This  fact 
does  not  mean,  however,  that  they 
did  not  experience  cuts  in  one  or 
more  individual  departments  or  in 
overall  service  levels  as  a  result  of 
inflation. 

Over  this  period,  the  mix  of  local 
revenues  has  changed.  While  lo- 
cal aid  dropped  by  23%,  the  prop- 
erty tax  increased  by  21  %.  As  a 


percentage  of  local  budgets,  the 
property  tax  in  FY92  exceeded 
50%  --  forthe  first  time  since  FY83. 
Between  FY89  and  FY92,  local  re- 
ceipts (comprised  of  motor  vehicle 
excise,  departmental  revenues, 
fines  and  permit  charges,  etc.)  in- 
creased by  31 .3%,  reflecting  greater 
and  greater  reliance  on  these  rev- 
enue sources.  Reserves  used  in 
balancing  local  budgets  declined 
by  18.3%  as  the  recurrent  use  of 
these  reserves  depleted  the 
amounts  available. 

Budgets  in  Constant  Dollars 

Adjusting  local  budgets  for  inflation 
provides  a  more  accurate  picture  of 
the  change  in  municipal  purchas- 
ing power  over  the  last  several 
years.  From  FY89  to  FY92,  local 
budgets  decreased  by  7.6%  in  con- 
stant, or  inflation-adjusted,  dollars. 
This  decline  followed  a  five-year 
period  (FY84-FY89)  in  which  spend- 
ing slightly  outpaced  inflation. 

Continued  on  page  2 
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resulting  primarily  from  local  aid 
increases  of  58%  in  constant  dol- 
lars. 

Chan  1  compares  aggregate  mu- 
nicipal spending  in  current  and 
constant  dollars  between  FY81  and 
FY92. 

Increasing  Reliance  on  Prop- 
erty Tax 

It  has  been  mentioned  that  com- 
munities have  increased  their  reli- 
ance on  the  property  tax  as  one 
means  to  replace  local  aid  in  the 
last  three  years.  Proposition  2  1/2 
overrides  and  new  growth  have 
been  two  avenues  for  increasing 
property  taxes  above  the  automatic 
2.5%  annual  factor,  although  the 
most  recent  data  indicate  that  both 
are  now  producing  fewer  dollars 
for  municipalities  than  in  the  past. 
Another  way  in  which  taxes  have 
increased  is  through  the  steady 
and  significant  depletion  of  excess 
levy  capacity. 

Tax  dollars  levied  through  over- 
rides increased  sharply  beginning 
in  FY89,  when  $23.7  million  in  total 
overrides  were  levied  as  compared 
to  $6.1  million  the  year  before.  The 
number  remained  roughly  steady 
in  FY90  with  $25.3  million  in  over- 
rides, then  jumped  dramatically  to 
$58.5  million  in  FY91.  However,  in 
FY92,  the  total  dollars  added 
through  overrides  fell  to  $30.8  mil- 
lion, and  the  number  of  communi- 
ties attempting  and  passing  over- 
rides also  fell  precipitously.  Pos- 
sible factors  in  the  decline  in  the 
use  of  overrides  may  include  a  re- 
luctance to  "go  to  the  well"  again 
after  the  large  amounts  voted  in 
the  prior  year  and  the  deepening 
effects  of  the  recession  on  taxpay- 
ers' personal  finances. 


New  Growth 

The  tax  increment  resulting  from 
new  construction  and  other  addi- 
tions to  the  tax  base  rose  steadily 
through  the  1980s  to  a  high  of 
$163.4  million  in  FY89.  Between 
FY89  and  FY90,  the  first  decrease 
-  $22  million  or  13.3%  -  was  ob- 
served, and  new  grov\/th  fell  again 
by  $31  million  or  22%  in  FY91.  In 
FY92,  new  growth  totaled  only  $71 
million,  a  decrease  of  36%.  Only 
1983  and  1984  new  growth 
amounts  were  less.  This  decrease 
occurred  despite  a  statutory 
change  that  liberalized  the  defini- 
tion of  property  changes  qualifying 
as  new  growth. 


Excess  Levy  Capacity 

Excess  levy  capacity  is  the  amount 
of  property  tax  foregone  when  a 
community  chooses  to  tax  below 
its  levy  limit  by  levying  below  the 
maximum  tax  rate  (not  including 
new  overrides.)  It  is  sometimes 
thought  of  as  being  similar  to  a 
reserve  fund,  in  the  sense  that 
property  taxes  foregone  in  one 
year  represent  an  opportunity  to 
increase  the  levy  in  the  subsequent 
year.  The  trend  in  excess  levy  ca- 
pacity over  the  last  several  years 
shows  a  sharp  decline,  unmistak- 
able evidence  that  communities  are 
being  compelled  to  tax  closer  and 
closer  to  the  maximum  level.  Chart 
2  illustrates  this  trend. 

During  the  mid-1980s,  the  aggre- 
gate amount  of  excess  levy  ca- 
pacity statewide  grew,  reaching  a 
high  of  $102  million  in  FY87.  Even 
at  its  peak,  excess  levy  capacity 
represented  only  slightly  under  3% 
of  the  aggregate  levy.  Since  that 
time,  excess  levy  capacity  has 
dropped  significantly,  most  precipi- 
tously between  FY89  and  FY90. 


In  FY92,  the  aggregate  amount  of 
excess  levy  capacity  totaled  just 
$17.5  million,  or  less  than  half  of 
1%of  thetotal  statewide  levy.  More- 
over, this  remaining  excess  levy 
capacity  was  concentrated  in  just 
a  handful  of  communities:  32%,  or 
nearly  a  third  of  the  $17.5  million 
was  foregone  by  the  top  commu- 
nity, 45%  by  the  top  two  communi- 
ties and  78%  by  the  top  eight  com- 
munities. We  can  conclude  that  for 
the  average  community,  taxes  are 
at  their  maximum  level,  short  of 
additional  override  activity. 


Trends  in  Free  Cash  Use 

Free  Cash,  certified  availablefunds 
that  may  be  appropriated  for  any 
municipal  purpose,  has  also  been 
depleted  in  local  efforts  to  balance 
budgets  in  recent  years.  Table  1 
and  Chart  3  show  positive  and 
negative  free  cash  certifications 
since  FY84.  These  representations 
show  a  steady  growth  in  positive 
free  cash  up  through  FY88,  with  a 
corresponding  decrease  in  nega- 
tive free  cash.  Since  then,  positive 
free  cash  has  dwindled  by  56%, 
from  $386.9  million  in  FY88  to 
$168. 9  million  in  FY92.  Atthesame 
time,  negative  free  cash  balances 
are  rising,  from  under  $3  million 
statewide  in  FY88  to  $74.8  million 
in  FY92. 

As  Chart  4  shows,  the  number  of 
communities  with  positive  free  cash 
is  dropping  and  the  number  with 
negative  free  cash  is  growing.  Be- 
tween FY84  and  FY88,  there  was  a 
steady  increase  in  communities 
with  positive  free  cash  certifica- 
tions and  a  corresponding  steady 
decrease  in  the  number  with  nega- 
tive balances.  Since  then,  the  trend 
has  reversed.  In  FY92,  94  commu- 

Continued  on  page  4 
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UPDATE 


ON  MUNICIPAL 
FINANCE 


Safety  of  Public  Funds  in 
Depository  Banks 


he  safety  of  public  funds 
deposited  in  banks  was 
emphasized  by  Commis- 
sioner of  Revenue  Mitchell  Adams 
in  a  letter  of  April  21  to  city,  town, 
county  and  district  treasurers. 

"For  any  deposit  not  insured  or 
collateralized,"  the  Commissioner 
wrote,  "the  financial  condition  of 
the  depository  bank  is  of  para- 
mount importance.  The  Treasurer 
should  continually  evaluate,  on  a 


formal  schedule,  the  soundness  of 
the  banks  utilized." 

Treasurers  may  subscribe  to  one 
of  several  services  which  analyze 
bank's  published  quarterly  reports 
and  produce  "ratings"  of  the  rela- 
tive safety  of  individual  banks. 

In  addition,  cease-and-desist  or- 
ders entered  into  by  a  bank  with 
the  Federal  Deposit  Insurance 
Corporation  (FDIC)  or  the  State 


Commissioner  of  Banks  are  a  mat- 
ter of  public  record.  City  &Town  is 
listing  below  the  orders  currently 
on  file,  and  will  report  additions  to 
and  deletions  from  the  list  in  future 
issues: 

Further  information  or  questions 
relating  to  these  lists  may  be  re- 
ferred to  James  Johnson,  Assis- 
tant Director  of  Accounts,  at  (617) 
727-2300. 


w 


Cease  -  and  -  Desist  Orders 


imerciaJ  Banks 

stnut  Hill  Bank  and  Trust 
merce  Bank  and  Trust 
ositors  Trust  Company 
ee  /  Attleboro  Bank  and  Trust 
ranty-First  Trust  Company 
sachusetts  Bank  and  Trust 
mpic  International  Bank  and  Trust 
*ark  West  Bank  and  Trust  Co. 
lockland  Trust  Company 
;augus  Bank  and  Trust 
Inited  States  Trust  Co. 
IS  Trust 

Vainwright  Bank 
'takings  and  Cooperative  Banks 
advantage  Bank  for  Savings 
^ttleboro/Pawtucket  Savings  Bank 
onk  of  Fall  River  (Coop) 
ridgewater  Cooperative* 
raintree  Cooperative 


I 


Effective  Date 

September  4, 1991 
November  4, 1991 
August  15,  1991 
June  4,  1991 
December  4,  1991 
August  15,  1991 
June  14,  1991 
March  3,  1992 
July  5,  1992 
February  24,  1992 
January  23, 1 992 
January  31,  1992 
June  27, 1992 

May  31,  1991 
May  16,  1990 
July  25,  1990 
May  8,  1992 
January  9,  1991 


East  Bridgewater  Savings  Bank 
Fall  River  Five  Cents  • 
Framingham  Savings  Bank 
Heritage  Bank  for  Savings 
Hibernia  Bank  (Savings  Bank) 
Ipswich  Savings  Bank 
Landmark  Bank  for  Savings 
Lowell  Five  Cents  Savings  Bank 
Marlborough  Cooperative 
Norwood  Cooperative 
Nantucket  Bank 

Peoples  Savings  Bank  (Brockton) 
Plymouth  Five  Cents  Savings  Bank 
Quincy  Savings  Bank 
Randolph  Savings  Bank 
Somerset  Savings  Bank 
Warren  Five  Cents  Savings  Bank 
Workingmen's  Cooperative 
Winchendon  Savings  Bank 


Effective  Date 

March  27,  1992 
April  20,  1992 
January  30,  1992 
December  19, 1992 
April  25,  1991 
July  25,  1991 
July  24,  1991 
March  12,  1992 
December  23,  1991 
October  12,  1990 
September  24, 1991 
February  12,  1992 
July  31,  1991 
January  31,  1992 
June  6,  1990 
March  19,  1991 
December  10, 1991 
May  29,  1992 
August  6,  1991 
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nities  had  negative  free  cash,  the 
largest  number  in  the  entire  pe- 
riod. 

This  decline  in  free  cash  is  attribu- 
table tothree  principal  factors.  First, 
the  use  of  free  cash  in  budgeting 
has  increased  and  accelerated. 
Whereas  in  prior  years,  communi- 
ties would  use  their  certified  free 
cash  in  the  next  successive  bud- 
get, more  recently,  communities 
are  requesting  certification  imme- 
diately after  July  1  and  applying 
the  free  cash  to  balance  that  same 
fiscal  year's  budget.  Second,  tight 
financial  conditions  are  causing 
many  communities  to  budget  us- 
ing more  optimistic  revenue  pro- 
jections and  more  conservative 
spending  estimates;  this  pattern 
results  in  the  accumulation  of  less 
free  cash  than  did  the  pattern  of 
more  conservative  revenue  esti- 
mates and  generousspending  pro- 
jections. Finally,  the  effects  of  the 
poor  economy  have  taken  a  toll  in 
the  form  of  higher  outstanding  lo- 
cal property  tax  and  other  receiv- 
ables which  are  deducted  from  free 
cash. 


Teachers'  Summer  Pay 
Deferral 

As  mentioned  at  the  outset,  some 
local  budgets  were  artificially  insu- 
lated from  a  portion  of  the  local  aid 
cuts  in  FY92  through  use  of  the 
local  option  provision  to  defer  a 
portion  of  teachers'  summer  pay. 
This  provision  allowed  communi- 
ties effectively  to  spend  at  a  level 
higher  than  their  budgeted  rev- 
enues, lessening  the  effect  of  cuts 
on  services  provided.  DOR  data 
indicate  that  107  communities,  or 
31%,  used  the  deferral  for  their 
local  or  regional  school  district  or 
both.  Total  dollars  deferred  in  FY92 
were  approximately  $51  million. 

This  provision,  which  is  available  to 
communities  again  in  FY93,  has 
been  linked  to  bond  rating  down- 
grades in  certain  localities.  Of  more 
important  budgetary  conse- 
quences, communities  must  find  a 
way  to  replace  these  deferred  funds 
beginning  in  FY94,  when  the  defer- 
ral will  no  longer  be  available;  the 
deferred  funds  must  also  be  amor- 


tized, over  a  period  of  no  more  than 
1  Syears,  beginning  in  FY97.  Filling 
these  gaps  will  clearly  be  difficult  in 
view  of  the  decreased  revenue 
flexibility  discussed  above. 

Conclusion 

In  attempting  to  cope  with  local  aid 
cuts  and  rising  costs,  communities 
have  increased  their  reliance  on 
property  taxes  and  local  receipts.  It 
is  difficult  to  determine  how  much 
more  capacity  there  is  to  increase 
fees  and  charges,  but  data  indi- 
cate that  other  sources  of  revenue 
growth  on  which  communities  have 
been  heavily  reliant  -  new  growth 
and  overrides  -  are  becoming  of 
diminishing  help.  One-time  "solu- 
tions" such  as  use  of  reserves  and 
teachers'  summerpay  deferral  have 
been  employed  as  stop-gap  mea- 
sures. However,  the  depletion  of 
these  sources  of  funds,  as  de- 
scribed above,  must  raise  serious 
questions  about  how  communities 
will  be  able  to  balance  their  bud- 
gets in  the  future  in  the  absence  of 
major  changes  in  local  finance  and 
management.  ■ 


Financial  Management  Reviews 


he  Division  of  Local  Ser- 
vices, recently  com- 
pleted a  financial  man- 


agement review  for  IheCityofNew 
Bedford.  The  city  had  recently  elimi- 
nated certain  financial  positions 
and  had  experienced  staff  turn- 
over in  others.  By  examining  the 
current  responsibilities  and  corre- 
sponding staffing  levels  for  key  fi- 
nancial functions,  the  study  deter- 
mined that  many  city  offices  were 
either  understaffed  or  relied  heavily 
on  consultants. 


The  study  recommended  that  the 
city  increase  its  in-house  staff  for 
financial  functions,  an  investment 
that  will  eventually  reap  benefits  in 
terms  of  improved  financial  man- 
agement, cost  savings  and  en- 
hanced local  control  for  the  city. 

A  financial  management  review 
was  also  conducted  forthe  Townof 
Norfolk.  After  an  extensive  review 
of  the  operations  of  each  financial 
office,  it  was  recommended  that 


the  town's  financial  management 
coula  be  improved  by  coordinat- 
ing financial  management  respon- 
sibilities under  the  direction  of  the 
Town  Administrator.  This  coordi- 
nation would  be  particularly  useful 
in  organizing  the  town's  budget 
process,  developing  financial  man- 
agement policies  and  enhancing 
communication  among  financial 
officials  and  policymakers.  ■ 
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Receivables  Task  Force  Report 
Recommendations 


ommissionerof  Revenue 
Mitchell  Adams  formed 
a  Task  Force  in  January 
ore  alternative  procedures 
DOR  could  assist  in 


to  exp ' 
with  which 
the  collection  of  receivables  of  cit- 
ies and  towns.  In  April,  the  Task 
Force  issued  its  Report  to  the 
Commissioner,  which  reviewed 
problems  in  collection  of  each 
major  type  of  receivable  and  pre- 
sented recommendations  for  pos- 
sible solutions. 

Two  of  the  Task  Force's  propos- 
als were  submitted  by  DOR  to  the 
Legislature  and  included  in  the 
FY93  Budget  reported  by  the  Sen- 
ate Ways  and  Means  Committee. 
The  sections  did  not  appear  in  the 
conference  report  orfinal  budget; 
however,  the   Department  will 


consider  refiling  these  proposals. 
One  section  concerned  the  offset  of 
delinquent  motor  vehicle  excise  taxes 
from  personal  income  tax  refunds. 
The  second  related  to  the  use  of 
DOR  collection  agencies  on  behalf 
of  cities  and  towns  to  provide 
collection  efforts  beyond  the  Com- 
monwealth's boundaries. 

The  budget  enacted  did  include  a 
section  to  allow  the  recorder,  as  an 
alternative  to  a  judge,  of  the  Land 
Court  to  hear  and  rule  on  petitions  for 
tax  foreclosure  and  for  redemption 
from  tax  titles.  It  is  anticipated  that 
this  change  should  expedite  the 
handling  of  such  cases  in  the  Land 
Court.  Delays  in  handling  such  cases 
were  cited  by  theTask  Force  as  a  key 
problem  in  the  collection  of  overdue 
real  estate  taxes. 


The  Task  Force  analyzed  local  re- 
ceivables of  $932  million  as  of  June 
30,  1991,  in  the  following  major 
fcategories:  Real  Estate  and  Per- 
sonal Property  Taxes,  Auto  and 
Boat  Excise  Taxes,  Tax  Titles  and 
Water  and  Sewer  Fees.  Propos- 
als considered  related  to  stream- 
lining foreclosure,  clarifying  DOR 
regulations,  developing  electronic 
information  links  to  identify  delin- 
quent taxpayers,  utilizing  collec- 
tion agencies,  allowing  collectors 
or  treasurers  to  effect  settlements 
in  compromise,  obtaining  access 
to  databases  to  aid  in  locating 
taxpayers  and  exploring  benefits 
from  DOR  collection  procedures. 

Continued  on  page  8 


State  Owned  Land 


Ti    I  he  revised  Cherry  Sheets 
for  FY93  carry  the  reim- 
I  I  bursement  line  entitled 

State  Owned  Land.  This  is  the  first 
time  this  program  has  appeared 
since  FY87.  Section  44  of  the 
1993  Budget  appropriated  $6.5 
million  to  be  allocated  to  commu- 
nities that  have  certain  state 
owned  land  as  specified  in  the 
Massachusetts  General  Laws, 
Ch.58,  Sec.13,  17A  and  17B. 

Beginning  in  FY88,  several  state 
aid  programs,  including  payment 
in  lieu  of  taxes  for  state  owned 
land,  were  consolidated  into  the 
Additional  Assistance  appropria- 
tion at  their  FY87  level.  The  intent 
was  to  continue  the  payments  "fro- 
zen" at  their  FY87  level  as  a  part  of 
Resolution  Aid.  At  that  time,  it  was 
not  anticipated  that  there  would 
be  sharp  reductions  in  the  total 
level  of  "Resolution  Aid"  begin- 
ning in  FY90.  However,  as  a  con- 
sequence of  those  cuts,  some 
communities  have  experienced 


reductions  in  Resolution  Aid  below 
the  level  of  the  frozen  state  owned 
land  payments. 

Eligibility  for  reimbursement  under 
this  program  depends  on  land  use 
and  the  holding  agencies  as  speci- 
fied in  the  legislation  previously  cited. 
Examples  of  eligible  lands  are:  wild 
life  sanctuaries  and  preserves ;  pub- 
lic institutions  under  the  Depart- 
ments of  Mental  Health,  Correc- 
tions, Education,  Public  Health,  Pub- 
lic Welfare,  Mental  Retardation, 
Environmental  Management;  and 
other  varied  uses  such  as  University 
of  Massachusetts,  flood  control  res- 
ervoirs, forests  and  reservations, 
county  hospitals  and  military  camp 
grounds,  etc.  Of  note  is  the  fact  that 
payment  in  lieu  of  taxes  is  for  land 
only,  not  for  buildings  or  any  other 
improvement  erected  on  or  affixed  to 
the  land.  Additionally,  parcels  of  land 
which  were  tax  exempt  before  as- 
sumption by  the  appropriate  state 
agencies  remain  exempt  from  state 
reimbursement .  In  FY87,  some 


$1 5.5  million  dollars  was  spent  to 
compensate  communities.  The  al- 
location of  the  $6.5  million  dollars 
for  FY  93  represents  approximately 
42%  of  the  FY87  payment.  Alloca- 
tion of  the  FY93  funds  is  based 
upon  the  FY85  actual  physical 
appraisals  and  updated  through 
mathematical  calculation  of  each 
eligible  municipality's  equalized 
valuations  between  FY86  and 
FY90.  Using  data  from  various 
relevant  state  agencies  and  from 
local  assessors,  land  acquisitions 
have  been  added  that  newly  fall 
within  the  scope  of  the  statute; 
deletions  have  been  made  in  in- 
stances where  the  land  no  longer 
meets  the  statutory  requirements. 
This  program  will  benefit  about 
279  communities,  some  of  which 
have  not  seen  any  funds  from  this 
program  for  several  years  and  a 
number  of  which  are  eligible  for 
the  first  time  this  year.  Questions 
about  this  program  may  be  di- 
rected to  Elaine  Lombardi  at  (61 7) 
727-2300.  ■ 


6 


City&  Town  August,  1992 


Division  of  Local  Sen/ices 


What's  New  in 
Municipal  Law? 


he  legal  staff  of  the  Divi- 
sion of  Local  Services  will 
conduct  two  seminars 


focused  on  new  laws  and  recent 
court  decisions  pertaining  to  local 
government.  These  day-long  semi- 
nars, titled  "What's  New  in  Munici- 
pal Law,"  will  be  held  on  Tuesday, 
September  22  at  the  Quality  Inn  in 
Northampton  and  on  Thursday, 
October  1  at  the  Sheraton  Tara  in 
Framingham. 

DLS  speakers  are  specialists  in 
municipal  law,  particularly  in  prop- 
erty taxation  and  finance.  In  their 
daily  work,  they  interpret  new  legis- 


lation and  respond  to  the  legal  con- 
cerns of  local  officials.  The  topics  to 
be  discussed  at  the  seminar  in- 
clude: tax  assessments  and  ex- 
emptions'; new  developments  in 
revolving  funds;  user  fees;  person- 
nel issues;  recent  court  cases;  and 
new  and  proposed  legislation. 

Bulletins  with  information  regard- 
ing registration,  a  list  of  topics  and 
an  optional  luncheon  menu  will  be 
mailed  to  all  communities. 

All  local  officials  are  invited  to  at- 
tend the  Division's  "What's  New  in 
Municipal  Law"  seminars.  The  last 


time  that  DLS  offered  this  particular 
workshop  was  in  August,  1991. 
Many  changes  have  occurred  in 
the  past  year  in  terms  of  municipal 
laws  and  budget  concerns.  This 
presentation  will  provide  local  offi- 
cials with  an  opportunity  to  ask 
questions  of  Division  staff  and  to 
exchange  ideas  and  experiences 
with  each  other. 

Please  contact  Barbara  LaVertue  at 
the  Division  of  Local  Services  at 
(617)  727-2300  if  you  would  like 
more  information  on  all  our  courses 
and  seminars.  ■ 


MUNICIPAL    FISCAL  CALENDAR  ,,,, 


August  1 

Taxpayer  I  Collector  -    Deadline  for  1st  quarterly  tax  payment.  Deadline  for  annual  boat  excise  return  due. 
Accountant  I  Collector  -  Notification  of  total  receipts  of  proceeding  year.  The  total  actual  receipts  (e.g.,  motor  vehicle 
excise,  fines,  fees,  water/sewer  charges)  of  the  previous  fiscal  year  must  be  included  on  Schedule  A  of  the  Tax  Rate  Recapitula- 
tion Sheet  (Recap)  which  is  submitted  by  the  Assessors  to  DOR.  On  the  Recap,  the  Accountant  certifies  previous  fiscal  year's 
revenues,  and  the  Assessors  use  this  information  to  project  the  next  fiscal  year's  revenues.  Prior  year  actual  revenues  serve  as  a 
basis  for  the  next  year's  revenues  estimates.  Any  estimates  of  local  receipts  on  the  Recap  that  are  higher  than  the  previous  year's 
actual  receipts  must  be  accompanied  by  documentation  justifying  the  increase  in  order  to  be  approved  by  the  Commissioner  of 
Revenue. 

August  15 

Assessors  I  DOR:  BOA  -  Deadline  to  vote  to  seek  approval  for  auttiorization  to  issue  semi-annual  preliminary  tax  notices.  To 
issue  preliminary  real  and  personal  property  tax  notices,  the  Assessors  must  vote  to  seek  the  approval  of  DOR  by  this  date.  After 
receiving  approval,  they  must  submit  a  Pro-forma  Tax  Rate  Recap  Sheet  to  DOR  for  review  and  issue  the  tax  bills  by  October  1 . 
Treasurer  /  DORl  BOA  -  4th  quarter  reconciliation  of  cash  for  tfie  previous  fiscal  year  (due  45  days  after  end  of  quarter.)  The 
last  reconciliation  of  cash  report  of  the  prior  fiscal  year  provides  a  general  summary  of  the  Treasurer's  Investment  activities  of  the 
year.  (See  November's  First  Quarterly  Reconciliation  of  Cash.) 

August  31 

Taxpayer  I  Assessors  -  Last  filing  day  for  Classified  Forest  Land. 

DOR  1  BOA  I  Assessors  -  issue  instructions  for  determining  Local  and  District  Tax  Rates.  A  copy  of  the  Tax  Rate  Recap  Sheet 
and  its  instructions  are  forwarded  to  the  town. 

Assessors  I  DOR:  BOA  -  Complete  Tax  Rate  Recapitulation  Sheet  (to  set  tax  rate  for  semi-annual  bills  only.)  Until  the  Tax 
Rate  Recap  Sheet  is  completed  and  the  tax  rate  is  certified  by  the  Commissioner  of  Revenue,  the  town  may  not  set  a  tax  rate  nor  send 
out  its  property  tax  bills  (unless  it  issues  quarterly  tax  bills  or  requests  from  DOR  the  authority  to  send  out  preliminary  tax  notices 
provided  DOR  requirements  are  met.)  The  town  should  begin  gathering  the  information  in  order  to  provide  enough  time  for  the  tax 
rate  to  be  set  and  tax  bills  mailed  by  October  1 .  The  tax  Rate  Recap  Sheet  provides  Selectmen  a  ready-made  financial  management 
tool  because  thetown'scriticalfinancial  management  information  is  summarized  on  this  form.  The  Selectmen  should  review  the  Recap 
Sheet  in  preliminary  form  in  order  to  understand  the  financial  information. 


The  Division  of  Local  Services  is  pleased  to  announce  that  copies  of  the  Fiscal  Year  1993  Municipal  Calendar, 
a  month'  by-  month  guide  through  the  fiscal  year  for  local  officials ,  are  available.  Direct  all  requests  to  the  Division 
of  Local  Services,  PO  Box  9655,  Boston,  MA  02 1 14-9655,  or  call  Kathy  Maillet  at  (617)  727-230a  
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MM  M  DATA  BANK  HIGHLIGHT  ... 


The  Municipal  Data  Bank  is  a  clear- 
inghouse for  a  wide  variety  of  mu- 
nicipal financial  and  socio-economic 
data.  This  information  can  be  ob- 
tained on  printouts  or  diskettes  by 
calling  (617)  727-2300  ext.  476  as 
well  as  via  computer  modem  on  the 


On-line  Data  Access  System.  Note 
that  the  Modem  Numberforthe  On- 
line System  has  changed.  The  new 
number  is  (617)  727-4401. 

At  A  Glance  is  a  popular  single- 
page  profile  showing  a  commun- 


ity's latest  data  in  areas  such  as  tax 
rate,  levy  and  assessed  value  by 
class;  revenue  components;  Prop. 
2  1/2  levy  capacity;  cherry  sheet 
estimates;  revenues  and  expendi- 
tures by  fund;  reserves;  and  aver- 
age tax  bill.  I 


Continued  from  page  6 

Receivables  Task  Force  Report 

While  collectors  in  cities  and  towns 
have  several  means  of  pursuing  de- 
linquent accounts  and  various  col- 
lectors may  emphasize  different 
means  depending  on  experience  and 
the  type  of  tax  or  fee  involved,  many 
felt  that  the  use  of  DOR  mechanisms 
would  afford  the  collector  another 
tool  to  secure  payment  of  amounts 
due  the  city  or  town. 


The  Task  Force  included  represen- 
tatives from  the  Department  of  Rev- 
enue, other  state  agencies  and 
municipal  collectors  and  treasur- 
ers. We  would  particularly  like  to 
acknowledge  the  efforts  of  the  fol- 
lowing local  officials:  Wendell  Clem- 
ent, Collector  of  Dedham,  Elizabeth 
Klepeis,  Treasurer/Collector  of 
Reading  and  then-president  of 


Mass.Collectors/Treasurers  Assoc.; 
and  Joseph  McGrail,  Counsel  to  the 
Treasurer  of  Boston. 

Questions  regarding  theTask  Force 
may  be  directed  to  James  Johnson, 
Assistant  Directorof  Accounts,  who 
served  as  Chairman  of  the  Task 
Force.  ■ 
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FY  93  Cherry  Sheet  Revision 


Leslie  Kirwan,  Deputy  Commissioner  •«* 


u 


pon  final  enactment  of 
the  FY93  state  budget 
the  Department  of  Rev- 
enue released  revisions  to  the 
FY93  Cherry  Sheets  on  August 
12,  1992.  The  total  of  FY93  esti- 
mated receipts  to  cities,  towns  and 
regional  school  districts  is  $2.5 
billion,  an  increase  of  $161  mil- 
lion, or  7%,  from  FY92. 

The  revisions  reflect  increases  in 
Equal  Education  Opportunity 
Grants,  Lottery  Aid  and  the  High- 
way Fund  as  well  as  the  distribu- 
tion of  funds  under  two  new  pro- 
grams, State  Owned  Land  and 
Per  Pupil  Education  Aid. 

New  Education  aid  totals  $184.8 
million,  with  an  increase  of  $100 
million  in  Equal  Education  Op- 
portunity Grants  and  $84.8  mil- 
lion in  new  Per  Pupil  Education 
Aid. 

Equal  Education  Opportunity 
grants  will  be  distributed  by  the 
Department  of  Education  based 
on  the  Equal  Education  Oppor- 
tunity formula  and  certain  main- 
tenance of  effort  requirements. 
These  grants  must  be  accepted  by 
the  school  committee  and  local 
appropriating  authority.  Pay- 
ments are  to  be  deposited  by  the 
Treasurer  of  each  city,  town  and 
regional  school  district  to  be  held 
as  a  separate  account  and  ex- 

\  pended  by  the  school  committee 

'  without  appropriation. 


Per  Pupil  Education  Aid  is  based 
on  an  allocation  of  $100  perpupil 
to  be  distributed  to  each  eligible 
community  and  regional  school 
district  by  the  Department  of 
Education.  These  grants  must  be 
spent  for  educational  purposes 
only  and  can  be  expended  by  the 
school  committee  without  appro- 
priation. These  grants  also  require 
that  communities  and  regional 
school  districts  spend  for  educa- 
tional purposes  in  FY93  at  least 
the  same  amount  as  in  FY92,  or 
maintain  at  least  the  same  pro- 
portion of  expenditures  for  edu- 
cational purposes  as  for  all  pur- 
poses in  FY93  as  in  FY92.  Pay- 
ments are  to  be  deposited  with 
the  Treasurer  of  each  city,  town, 
and  regional  school  district  to  be 
held  as  a  separate  account  and 
expended  by  the  school  commit- 
tee without  appropriation. 

In  addition,  the  Cherry  Sheet  re- 
visions reflect  the  reinstatement 
of  the  State  Owned  Land  pro- 
gram. The  FY93  state  budget 
appropriates  $6.5  million  to  be 
allocated  to  those  communities 
that  contain  certain  state  owned 
land  as  specified  by  the  Mass- 
achusetts General  Laws,  Chapter 
58,  Sections  13,  17A  and  17B. 
This  reimbursement  was  last  seen 
as  a  separate  Cherry  Sheet  line 
item  in  FY87. 

Revisions  also  reflect  statewide 
decreases  in  Mosquito  Control 


and  County  Tax  Assessments,  al- 
though some  individual  communi- 
ties snow  a  slight  increase  in  their 
Mosquito  Control  Project  assess- 
ments. 

The  Division  of  Local  Services 
has  a  number  of  FY93  Cherry 
Sheet  materials  available,  includ- 
ing: 

.  A  booklet  with  FY93  Cherry 
Sheet  estimates  for  all  commun- 
ities and  regional  school  dis- 
tricts 

.  A  diskette  with  FY93  Cherry 
Sheet  estimates  for  all  commun- 
ities and  regional  school  dis- 
tricts 

•  Revised  FY93  Cherry  Sheets 

for  all  communities 
.  A  soon-to-be-released  FY93 

Cherry  Sheet  Manual 

For  further  information,  contact 
Lisa  Juszkiewicz  or  Julie  Slavet 
of  the  Local  Aid  Section,  Munici- 
pal Data  Management  and  Tech- 
nical Assistance  Bureau  at  (617) 
727  -  2300.  ■ 
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...UPDATE  ... 


Municipal  Finance  Terms 


unicipal  officials  en- 
counter a  myriad  of  fin- 
ance terms  which  may 


need  clarification,  are  job  specific 
or  may  not  be  familiar.  The  Divi- 
sion of  Local  Services  has  devel- 
oped this  glossary  of  commonly 
used  municipal  finance  terms  to 
provide  an  up-to-date  reference. 

Bond  Anticipation  Notes 

(BANs)  -  Once  borrowing  for  a  specific 
project  has  been  approved  by  two-thirds 
vote  of  town  meeting  or  city  council  and 
priorto  issuing  long-term  bonds,  short-term 
notes  may  be  issued  to  provide  cash  for 
initial  project  costs.  BANs  may  be  issued  for 
a  period  not  to  exceed  five  years,  but  with  a 
reduction  of  principal  after  two  years  (Ch. 
44,  Sec17). 

The  final  maturity  date  of  the  project  borrow- 
ing, beginning  from  the  date  the  short-term 
note  was  issued,  may  not  exceed  the  term 
specified  by  statute  (Ch.  44  Sec.  7  and  8). 

Capital   Outlay  Expenditure 

Exclusion  -  a  vote  by  a  community  at 
an  election  to  exclude  payments  for  a  single- 
year  capital  project  from  the  levy  limit.  The 
exclusion  is  limited  to  one  year  and  may 
temporarily  increase  the  levy  above  the  levy 
ceiling. 

Cemetery  Perpetual  Care  - 

These  funds  are  donated  by  individuals. 
According  to  Ch.  114,  Sec.  25,  funds  from 
this  account  must  be  invested  and  spent  as 
directed  by  perpetual  care  agreements.  If 
no  agreements  exist.  Interest  (but  not  princi- 
pal) may  be  used  as  directed  by  the  cem- 
etery commissioners forthe  purpose  of  main- 
taining cemeteries. 

Clierry  Stieet  Offset  -  Local  aid 

accounts  which  are  spent  without  appropria- 
tion by  specific  municipal  or  school  officials, 
but  which  must  be  spent  for  particular  pur- 
poses. These  include  Per  Pupil  Education 
Aid,  Equal  Educational  Opportunity  Grants, 
Racial  Equality  Grants,  School  Lunch  Grants 
and  Public  Libraries  Grants. 


Conservation  Fund -Thisfund  may 

be  expended  for  lawful  conservation  pur- 
poses as  described  in  Ch.  40,  Sec.  8C.  This 
fund  may  also  be  expended  for  damages 
related  to  the  taking  of  land  by  eminent 
domain  provided  that  such  taking  has  first 
been  approved  by  a  two-thirds  vote  of  city 
council  or  town  meeting. 

Debt  Exclusion  -  a  vote  by  a  commu- 
nity at  an  election  to  exclude  debt  service 
payments  for  a  particular  capital  project 
from  the  levy  limit.  The  amount  necessary  to 
cover  the  annual  debt  service  payment  is 
added  to  the  levy  limit  for  the  life  of  the  debt 
only.  A  debt  exclusion  may  temporarily 
increase  the  levy  above  the  levy  ceiling. 

Enterprise  Funds  -  An  accounting 

mechanism  which  allows  a  community  to 
demonstrate  to  the  public  the  portion  of 
total  costs  of  a  service  that  is  recovered 
through  user  charges  and  the  portion  that  is 
subsidized  by  the  tax  levy.  With  an  enter- 
prise fund,  all  costs  of  service  delivery  - 
direct,  indirect  and  capital  costs  -  are  iden- 
tified. This  allows  the  community  to  recover 
total  service  costs  through  user  fees  if  it  so 
chooses.  Enterprise  accounting  also  en- 
ables communities  to  reserve  the  "surplus" 
or  retained  earnings  generated  by  the  op- 
eration of  the  enterprise  rather  than  closing 
it  out  at  year  end.  According  to  Ch.  44,  Sec. 
53F1/2,  the  services  that  may  be  treated 
as  enterprises  include,  but  are  not  limited 
to,  water,  sewer,  hospital,  and  airport  ser- 
vices. 

Equalized  Valuations  (EQVs)  - 

Determinations  of  the  full  and  fair  cash 
value  of  all  property  in  the  Commonwealth 
which  is  subject  to  local  taxation.  EQVs 
have  historically  been  used  as  variables  in 
distributing  certain  state  aid  accounts,  and 
for  determining  county  assessments  and 
certain  other  costs.  The  Commissioner  of 
Revenue,  in  accordance  with  Ch.  58,  Sec. 
IOC,  is  charged  with  the  responsibility  of 
biannually  determining  an  equalized  valu- 
ation for  each  city  and  town  in  the  Common- 
wealth. 

Excess  Levy  Capacity  -  The 

difference  between  the  levy  limit  (see  page 
7)  and  the  amount  of  real  and  personal 
property  taxes  actually  levied  in  a  given 
year. 


Exemptions  -  statutory  exclusions  of 
specific  amounts  of  property  tax  owed.  Upon 
approval  of  an  application  to  the  Board  of 
Assessors,  exemptions  may  be  granted  for 
qualified  veterans,  blind  individuals,  surviv- 
ing spouses  and  persons  over  70  years  of 
age.  In  addition,  an  exemption  may,  at  the 
discretion  of  the  assessors,  be  issued  for 
certain  financial  hardships. 

Free  Cash  -  (also  Budgetary  Fund 
Balance)  Funds  remaining  from  the  opera- 
tions of  the  previous  fiscal  year  which  are 
certified  by  the  Director  of  Accounts  as  avail- 
able for  appropriation.  Remaining  funds  in- 
clude unexpended  free  cash  from  the  previ- 
ous year,  receipts  in  excess  of  estimates 
shown  on  the  tax  rate  recapitulation  sheet 
and  unspent  amounts  in  budget  line-items. 
Unpaid  property  taxes  and  certain  deficits 
reduce  the  amount  of  remaining  funds  which 
can  be  certified  as  free  cash.  The  calculation 
of  free  cash  is  made  based  on  the  balance 
sheet  which  is  submitted  by  the  community's 
Accountant,  Auditor  or  Comptroller. 

Fund  Accounting  -  Organizing  the 
financial  records  of  a  municipality  into  mul- 
tiple funds.  A  fund  is  a  distinct  entity  within 
the  municipal  government  in  whichfinancial 
resources  and  activity  (assets,  liabilities, fund 
balances,  revenues  and  expenditures)  are 
accounted  for  independently.  Examples  of 
funds  include  the  General  Fund  and  Enter- 
prise Funds.  Communities  whose  account- 
ing records  are  organized  according  to  the 
Uniform  Municipal  Accounting  System  use 
multiple  funds. 

General  Fund  -    This  fund  is  used 

to  account  for  most  financial  resources  and 
activity  governed  by  the  normal  Town  Meet- 
ing/City Council  appropriation  process. 

Indirect  Costs  -  Costs  of  a  service 
not  reflected  in  the  service's  operating  bud- 
get. An  example  of  an  indirect  cost  of  provid- 
ing water  service  would  be  health  insurance 
costs  for  water  employees.  A  determination 
of  these  costs  is  necessary  to  analyze  the 
total  cost  of  service  delivery. 

Law  Enforcement  Trust  Fund  - 

Fund  established  to  account  for  a  portion  of 
the  proceedsfromthesale  of  property  seized 
from  illegal  drug-related  activities. 

Continued  on  page  7 
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Free  Cash 
Recent  Trends 


-J-  I  he  City  &  Town  Focus 
I     last  examined  free  cash 

'  '  trends  from  July  1,  1982 

through  July  1, 1990  in  the  Janu- 
ary 1991  issue.  This  Focus  pro- 
vides a  more  recent  look  at  this 
reserve  by  examining  the  July  1, 
1991  free  cash  certifications. 

The  July  1, 1988  free  cash  certifi- 
cations began  to  reverse  the  ear- 
lier trend  demonstrated  between 
1982  and  1987  toward  an  increas- 
ing number  of  communities  with 
positive  free  cash.  The  July  1, 1991 
free  cash  certifications  show  a  de- 
creasing number  of  communities 
with  positive  free  cash  and  an  in- 
creasing number  of  communities 
with  free  cash  deficits. 

The  more  recent  trend  in  free 
cash  is  caused  by  a  number  of 
factors.  Communities  have  relied 
more  heavily  on  free  cash  to  bal- 
ance their  budgets  in  recent  years. 
While  in  prior  years,  communi- 
ties would  use  their  certified  free 
cash  in  the  next  year's  budget, 
more  recently,  communities  are 
requesting  certification  immedi- 
ately after  July  1  and  applying  the 
free  cash  to  balance  that  same 
fiscal  year's  budget.  In  addition, 
difficult  fiscal  times  are  causing 
many  communities  to  use  more 
optimistic  projections  of  revenue 
and  more  conservative  estimates 
of  spending.  This  type  of  budget 
planning  results  in  less  free  cash 
than  the  earlier  pattern  of  conser- 
vative  revenue  and  generous 
spending  projections.  Fmally,  the 
slow  economy  has  also  led  to 
higher  levels  of  outstanding  prop- 
erty taxes  and  other  receivables, 
which  decreases  the  level  of  free 
cash  until  these  receivables  are 
collected. 


ON  MUNICIPAL  -  .  . 
FINANCE 


What  is  Free  Cash? 

A  community's  free  cash,  or  bud- 
getary fund  balance ,  is  the  amount 
of  funds  that  are  designated  as 
unrestricted  and  available  for  ap- 
propriation. Free  cash  occurs 
when  actual  revenues  collected 
are  in  excess  of  actual  expendi- 
tures and  encumbrances  are  less 
than  budgeted  amounts. 

As  a  reserve,  free  cash  is  a  major 
source  of  revenue  for  communi- 
ties when  making  annual  budget 
or  supplemental  appropriations 
once  the  tax  rate  has  been  set.  At 
annual  town  meetings  or  budget 
hearings,  communities  will  appro- 
priate from  free  cash  for  opera- 
tions during  the  upcoming  fiscal 
year.  If  communities  do  not  de- 
plete their  free  cash  at  their  an- 
nual budget  meeting,  the  remain- 
ing balance  can  be  used  at  special 
town  meetings  during  the  fiscal 
year. 

TheBureauof  Accounts,  (BOA), 
of  the  Division  of  Local  Services 
is  responsible  for  certifying  free 
cash.  Using  the  balance  sheet 
that  communities  are  required  to 
submit,  BOA  generally  develops 
free  cash  by  deducting  uncollected 
real  and  personal  property  taxes, 
uncollected  motor  vehicle  excise 
taxes  and  overdrawn  accounts. 
BOA  also  approves  updates  to 
free  cash  to  reflect  previous  year 
property  tax  collections  which 
were  shown  as  uncollected  on  the 
balance  sheet. 

Free  cash  is  certified  as  either 
positive  or  negative  amounts. 
Negative  free  cash  (a  free  cash 
deficit)  shows  that  actual  collec- 
tions were  less  than  actual  expen- 
ditures. 


Division  of  Local  Services 


Although  communities  are  not  re- 
quired to  raise  this  amount  in  the 
following  year,  negative  free  cash 
is  a  sign  of  property  tax  collections 
which  were  shown  as  uncollected 
on  the  balance  sheet. 

Free  cash  is  certified  as  either  posi- 
tive or  negative  amounts.  Nega- 
tive free  cash  (a  free  cash  deficit) 
shows  that  actual  collections  were 
less  than  actual  expenditures.  Al- 
though communities  are  not  re- 
quired to  raise  this  amount  in  the 
following  year,  negative  free  cash 
is  a  sign  that  collection  or  revenue 
forecasting  problems  exist  that 
require  management  improve- 
ments. 

Free  Cash  Certifications 
July  1,  1982  -  July  1,  1990 

Between  July,  1982  and  July  1, 1987 
the  number  of  communities  with 
positive  free  cash  increased  from 
291  to  338,  while  those  with  nega- 
tive free  cash  dropped  from  55  to  9. 
Statewide,  free  cash  increased  from 
$186.9  million  to  $386.9  million. 
Free  cash  deficits  dropped  from 
$116.7  million  to  $2.9  million. 

Free  cash  decreased  for  the  first 
time  between  July  1, 1987  and  July 
1, 1988,  falling  from  $386.9  million 
to  $367.7  million.  For  the  first  time 
since  FY82,  the  number  of  com- 
munities with  free  cash  dropped 
slightly,  from  338  to  336.  Communi- 
ties with  negative  free  cash  in- 
creased from  9  to  13,  with  deficits 
increasing  from  $2.9  million  to  $8.5 
million. 

Between  July  1,  1988  and  July  1, 
1989  free  cash  decreased  from 
$367.7  million  to  $269.4  million. 
The  number  of  communities  with 
free  cash  also  decreased,  from  336 
to  307.  Communities  with  free  cash 

continued  on  page  6 


in  Free  Cash 


3 


I 

o 

CO 
CD 

I 


2Po 


■S  . 


i.  0 

js  j3  - 

3  u  g 


-s  . 


u  r  o 
•a  J  - 
3  U  8 


^     Q  s 

5  <3i  o  3 

H"  o'  •X'  -o* 


^  ^  3  S  -o 

f-v       >o  1* 

r-'  <f  "-f  H" 

a  s  C  -  t 


w-t    1^  OO  w,  *rt 

^  ^  OS 

«s*  -J" 

(»-  O  ^  O 

^  ^  O  ^  0\ 

'-•^  ^  -.o  qd 

•V  *W  p**  fJ"  w 


!^  ^ 

QO  «0  »  O 

#  «S 

T 

7  S  ^  y  R 

si  3  a  1 
7  1  1 

i? 

(40,785) 
(37,856) 
294,5»7) 
(79,720) 
44.231 

18,637 
034,583) 
(157.147) 
(502,879) 
113,307 

(495,883) 
(530,031) 

««!^  (Kt^sKcKaK 

~     —  —       —  —    —  —  —  —  _  -oooor- 

58  r!  a 
*  rJ  „ 

I  I 


op^Sp^    -t  00  ^      r>-    r-  o  v-  rvi 


O  QO    -V    ^  M-iO-V 


r4  K 


•  s  s  s  ? 


m  "T*  ^ 
^  O  (3S 
'-■  ^  ^ 


?1  S  c8 

O    OO  .A 


w-ifM      >0    T    O  <^  O  so  «-J  T    NC      r4    "*  QO    OO  fs| 

5;  g'  g  g  x  2-  jE"  ^  a"  f  2  f  S'  §"  g  ^  5' 


tf     t-  ^  5f  S  Sf 

"  »^  1*4 


P  S  S  5!  a 

•T 

00  .-f  orf  ^ 

P  S  5  S  3 


ass 


1^  C« 

^  CO  r-i 

^  ^  S! 
^  S  S 

3"    s"  ^ 

!£.  ci. 


^  S  o  S 


#  «  #  *  0? 

^  00  Q\  O*  v^ 

s  a4 

t  S  1  a 


2  p 


3:  S  s  a  5 

00  'r 
—  ^  5 
5.5. 


V  a 


?^  ?!  ^  3 

w%  *0 

u-T  orf  *W  <^ 

^  3  3  S  5 


aga^S  3RP3S!  ass 


.  5  s  3; 

^  1*1  flo  00 


ssss  neap? 

sf ;  


i'pgfl  ^^sSa"  SiSgS  5iS"=^- 


3  * 

s 


^  (M^  >0  Os^  O  QO  < 

■V        ^/-T  »^  *o     ^       otf  ■ 


5       o»  a 
p*_  w  « 

5  3 


>«     NO  *. 

5  5 


S  ?  a  S 


g  w  2  c  S 


z  X 


W  Q  > 
XXX 


X  X  X  X  X  X 


S  o  o  o 

X  X  X  X 


2  S  < 

2  p  Q 
-J  >■  u 

J  _]  CI. 
000 
XXX 


Z  En 

^  m 

O  3 

X  X 


•z. 

3  3  3  ^ 
XXX- 


X 

HI  a! 


-1 


o  ^ 

o  3  5  ^  « 

<^  " 

r-'  V  orf  ; 


s  ?  s  « 

^  o. 


r»  QO  9> 
^  —  i>  ^ 

T  T  7  77 


w-i  ^  (*-  •-' 

^  7  si' t 


(*!  T 

f*» 


TT  r~-  cf°tfS^^Q.» 


^  ?  T  ^3 

S  ?a  ? 

■«r  -T  NO 

r~f  Ov"  kX"  ^ 


p-  oo 

#  «R  # 

CO  (M  .C 

^  ^ 

P- 

3 
1 

s  a  s 
7  ' 

7  s<r 

p»%  0 

p-  0  25 

?  S  P 

v^  ^ 

^  ^« 

^ 

1 

3  ^ 

0*  t" 

P*-  ^ 

13  33  33333 


^  ^  o 

as? 


5^ 


s 

< 

22 


Q 

01  z  z  9 

Z  Z  Z  -d 


>3 


VI  S3  U  _J 


9  m 


H  Z 

ill 


It 

o  a 


g2| 


7777a 

2^      ^  5^  ^ 
w%  90  q  v% 


7  s  ^  a 
S  P  ?S  ? 

*  *rt  <^   *  ^ 


*R  ^  # 

*^  -*  •« 


2  t  ^  5i  ?i 
7 

S_  S_  ^ 

^  H  *A  «o  m 


fls  ' 

alls 


—  cp  ^  r-  r-  <*v^«o 
*  ao        ^  p*  o  <*j 

f\  ^ 


^  so 


qq  -^T  o"  — "        sd"  -t"  r-'  *o  V"  orf    ^  CT        ^     ^  ^*  f*"*  ^ 

gssa^     asiS  ?:;;*5s  Slgss  s^-'c- 


ffa  SSqiaa  SjESa^  iCSSSS  sassg  RSSc 


g  ;^ ^  S 

♦  «*»  fn  ^ 
#^  ^  f-» 


3      ^  to  S    p^  ^  Si* 


^       oo  S 

g  ^  g  ^  g 


?l  ^  so 


S  ?  ^'  3  3 

a     a  s 


S  ?i  5  3  >3 


S  S  a  !s  s 

>o  9,  <^  00  ^ 

^Sall" 


^  ^  ^  r-*  K 

-  3  t2  " 


S  IS  s  s 

00  -V  00  ^ 

!>/  r;  f>r  ^ 

?i  o>  a  S 


2 


?  3; 

!^  ?^  (ff  (ff  (ft  iff 

mo  00  *n  O  M  P* 

^  ^  si  ^  ?! 

f**    —  ^  >0  Q  <M  fM 

— '   -O  ^  P*"  ■*  u-i 

^  ^  w  ^  ^ 


tff  {ff  tff  tff  off 
•-"  ^  oo 

^  5  ^  ^  ^ 


8« 

v>  e 

as" 


2  ^Pl 


?  s  s  3;  s 

—  — 

p  s"  ?f  isf  ;^ 


I     1.1   1  i>  ■  I 


5  §  I  a  2 


3  S 


S  a  £  a  5 

r*  ^  «  ^  00 


as  aR33!:;  '9S«S3  SSsfa^^asS 

^00     O  >^  ^  V   r-i     ^  n-v  w->  O  <»  0» 

^  a'  sa  ;f  S 


(ff  (ff  iff  iff 

fsl  *  «. 

•n  ST  «^  — > 

s  a  «  3 


gj      r*  <s 

^  S  >S  1^ 


S     3  S 

▼ 

f  s  ^ 


iff  (ff  (ff  iff  iff  iff  iff 

<*»  *^  <•>  *n  ^  ^  CO 

5  K  K  <^  S  S  ^ 

P*  trt  M  ^  o  **> 


iff  iff^ftjffiffiff  iffiffiffiffiff  iff 


*  *  * 

ao 

^  )^ 


^ i  d  i 


ftasss  S?S*i  *sS§'  R  ' 

Si-r-oS  •»i!5oo»5,«    <.^SoN.»  vo 

r4       <a    r--  a-  ri    r'       9-  ^  V  O    «  -Q 


^  ft 

s  a  3 


o        OO        OO     ^  r-4  w        f-i     m  oo  o 

^  a|5J|'5f  ^="S^s 

S     <i  -'aJ 


5  i 


sag 

o 

<sf  -" 

3  3  S 


^  1  a 


P  <vi  S  5  S  3 

.     .     ^   ws    O  v% 

I  s  ^  a  '~  ? 


i  S  3  S  3 
I  ?5  s  3  3 


^  ^  S  *  H  p  a  d  i  s" 


S  5  ^  I  3 
si 


■  z  a  g  a  a  i"  3 

.     O    »*l     4*1  ^  ^ 


a"  a' : 


^  *^ 

?  3  " 


5  5  566 


5^  #  !^  # 

w^  ^ 

9  si  si  Ei  ^ 

'7  ?  ' 

J8  S  ^  S  3 


—  —   —     0(M^fs|9>  fvl         0>  O 

I         <si  T  3 


«tiK!^)K  )K«a!tt^t^  )<t(^«Ktie(X  (^(^dtt^i^ 


^  t—  1^ 


I  I 


I 


r-i  xo  ^     ■-•  ■v 


^  «2 
^  T  >0 


Iff  «  «t  ij(  « 

3  s  5  i  2 

«s  T  I 


q:aaa?ic    5  5!  s  «  a  S  S  «  3  a  s  |  S 

r>       w->       —    ^        r'  o  ^    *rtoO'^-*t/%  <^  ^  p~  * 

^  oj"  orf    r^f       fsf       »/-."    orf  Q*  »»r       ■v"  ^  v-T       rT  of 

5  s  5  s  es  as  s  s  ? 

r*»  <>>     <N»         NO         ao  N  K  O  O 

'  I' s  f  5  2   s  2  §  I"  ®  ? 


£s?3  a3:5«5  ;:?53as  sitsss  ss^saa  a 

^  ""f  f^"  9  4"  ^q"  C""  ' 


K  «(■  I- . 
S  r?  S  C  S 


S^5f g  ESS  51  - 


^^^oo  QoS^rS^o!  S>33^^ 

ov**'*?5    oB»i<M<Mr*  'vot^i^9>  QOa6<3>flO«^ 

R  s  §  E"    5'  ?  f  3  ^  a  S'  ^  S  ^  2  S  2" 

S^aSS  ftSaS?  aSS?5!  aSSpa  aSSSS  Sapaj  2ffSS$  ss^aa 

Is'S'ai  SiSgp"  £5^3  5"  2§"*^^  g^'S'"'?  ^g|SI"  §||3i  2"l'|'3"S"  ^^ila 


S3 


5X2 


S  p  P  3 


2  a  E  '  s 


o  o 


o 

OS  a 

2  ^  O  5  I 

2  a:  ^  a  ? 

H  H  3  3  ? 


rJ  r-' 


^       o  — 

-O  r«J  Ok 
O  ^  Ok  <si  -J 


si  i 


w  >  5  < 

0^  >        LU  -J 

nils 


fsj  >^  ^      c*\  T  ^    ^  "T} 


r-  «  '-'^  *        ^.  .    .         .  -.  - 

a  3  3  i  §  1 5  i  S'  S  ^  S  f  a  I  ^  S  S  a 


fsj  r=>  r~  ^  r~  ^•«o»,'- 


3  5 


13?:  «  :2  r 

I  9.  NO 


He 


>       ^  o    tJjQSSS        ^  ^  ^ 


s  3; 


Oi  Oi  UJ  ^ 

m  m  z  Si 
Be  *  >  * 


•2 


3  z  S  z  i 
>  >  >  >  >  > 


9  z  5 


-5 

a!  a! 


Z  a.  Z 


»  <o  » 

»^  n9  o 

r»  «»  * 

a  3" 


^5 


17V     «•»    V%  ' — ■     n  ^     ^  ■ —    W1     9        T    1*1     T     ^  ^  ' — '  ^        W  ^     W     W        ^  O  V     V  ^ 

^^H^l  ^^U^  ^t'fn  5^?'fTta72fT2^l77?s? 


2      3  ^ 

s  a  - 


^  r». 

f*t 

r*  *  o  o 


i  1 1 1  5  §  5  ?  s  I 


cor^'^soo     t^>rt00OO     ^aOw^r»o     oo-v*  ^ 

^         ^-  ^  V 


2  a  *  S;  S 

*  «^       m  p» 


Sf^iSS  S^'^P^  S^SSP 

oB        oO  «-S  —  «/^_       ^  v%f*>  ■«r4r'— 'K 

S'^Ss,  §I.^§.S  §,°'§.»2 

— ■  <M  00  w->9>^MO  -J  f>~.  f".  CO  O  ^  oo  R 


S'i-p"  r5JS'»  §"gg3| 


2  S  5 1 

«  iC  *  8 


ssasp  fssssg 


_  t  a 
a  s  a  S 


w-^  o  «^    ^  •*  r4  ^         —  «^ 


r*        00  P  *S  S 

>0    <«  Ok 

3;  »  5!  ^8  ^ 


2  3 , 


z  °  5 


^  uj  si  u  s  S  ^ 


^ujuuia  n^DDoj  ajuj 

didiSJS^  vlb) 


^  Q  -J  2 


i  i  <  ui  tii   C  0  Q  O 


1^  !^ 
iA«ao«}w^    Oi/%ao>or^    «^-««r«^>o  '"■*r»o**t 

^=i!^2«  g^si^'i' 


^^7^  ?7^77  Sff? 


s  ?  a 

•3g  |S|||  = 


1^ 


^  ^ 
I  '  I 

Sf  5f  ?■ 


4^ 


00  O  ' 

00    ♦  ( 

P  3f : 


g^£?^  laS'S*  ?f^a«'  §^2S2 

f\  tp         ^  f*\     <OtfrjO<«     ♦■»<*<sO*M  w^oDaONr- 

oJr*-'*»»>    ifS'-'oa*    p».r*>»^oog-j  u^Sdri^ 
o  f*»  ^  o    ■Of^r'^r^*    o^r-r**^  m-*-*r«i^ 

issi'sf         sij  1^ 


5  SI  fS  S 


3  1 5  i 

K"  P"  P"  g 


of 

S  C 


9  S 


a 


'-ifldK    r4>X^'^^    ***c(^odei  r^lso2iot«*i 

I  III      I    ,      '  '  1    '  '  I  1  t 

■-'r^m<s*A  >ov<*t«^^o 

;i  is?9s  ssaSa  Sasss 
IS  25131  fSsgS  Sisfs 


3  - 

.  V  V 

3  5  a  s 


ol  ^  S* 


.  t 

1^ 


=  S  3 


3  2  21;  1 3  i  I  i  I  p  5  s  i 


SI 

^  f"  p"  jj    s"  pf  a    3f  i  c  3f  pf 


?  S  ^  P  s 

▼  ^o  ao  — 

-S  1^ 

•a  *  o^  o>  ^ 

^  «n  »^  <s» 


m  ac 

am 


o  o  o  o  o 


3  ^  5  iJ 

O  &>  a*  ^  I 


ii  ii 

5  a  _  J 
a  £  3  a)  H 
2  a.  of  t>  a 


gS3 


r  z 

§2 

S  2 
>•  >- 

sis: 


City&  Town  September,  1992 


Division  of  Local  Services 
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Continued  from  page  3 

deficits  increased  from  13  to  40, 
with  deficits  increasing  from  $8.5 
million  to  $13.5  million. 

Between  July  1, 1989  and  July  1, 
1990,  the  number  of  communi- 
ties with  free  cash  stayed  con- 
stant, while  the  amount  of  free 
cash  increased.  A  total  of  307 
communities  had  free  cash  cer- 
tified of  $29 1.1  million.  The  num- 
ber of  communities  with  free 
cash  deficits  also  stayed  roughly 
the  same,  at  37.  Free  cash  defi- 
cits increased  to  $29.1  million 
from  the  previous  year's  certifi- 
cation of  $13.5  million.  The  July 
1,  1990  free  cash  certification 
reflected  the  ditribution  of  $210 
million  in  withheld  local  aid.  On 
a  one  time  basis,  the  $210  mil- 
lion helped  to  restore  free  cash 
levels  that  were  depleted  to  bal- 
ance budgets  after  the  signifi- 
cant local  aid  cuts  in  FY90. 


Free  Cash  Certification 
July  1,  1991 

Between  July  1,  1990  and  July  1, 
1991,  free  cash  dropped  by  42%, 
from  $291.1  million  to  $168.9  mil- 
lion. Communities  with  positive 
free  cash  dropped  from  307  to  247. 
At  the  same  time,  free  cash  deficits 
increased  by  157.1%,  from  $29.1 
million  to  $74.8  million.  Communi- 
ties with  free  cash  deficits  increased 
from  37  to  94  communities. 

For  those  communities  that  had 
free  cash  certified  in  both  years  - 
-July  1, 1990  and  July  1, 1991  -  the 
amount  of  positive  free  cash  de- 
creased by  37.8%,  from  $271.6 
million  to  $168.8  million,  and  the 
amount  of  negative  free  cash  in- 
creased by  141.2%  from  $25.5  mil- 
lion. 

Fifty-three  communities  had  their 
July  1, 1991  free  cash  certifications 


updated  to  reflect  collection  of 
the  previous  years'  property  taxes. 
Seventeen  of  these  communities, 
with  a  total  of  negative  $1.9  mil- 
lion in  free  cash  as  of  July  1, 1991 
certification,  updated  free  cash  to 
a  positive  total  of  of  $4.4  million. 
Another  thirty-six  communities  in- 
creased their  positive  free  cash 
through  updates,  from  $16.1  mil- 
lion to  $29.1  million. 

Data  and  Notes: 

Table  1  examines  by  community: 

•  Free  cash  certified  as  of  July  1, 1990 

•  Free  cash  certified  as  of  July  1, 1991 

•  Dollar  change  from  July  1,  1990  -  July  1, 
1991 

•  Percent  change  from  July  1, 1990  -  July,  1, 
1991 

.  Free  cash  update  of  July  1, 1990,  if  appli- 
cable. 

Chart  1  examines  positive  and  negative  free 
cash  from  July  1, 1981.  This  report  includes 
free  cash  certified  through  July  27, 1992.  As  of 
this  date,  ten  communities  haven't  yet  had 
their  free  cash  certified.  ■ 


FREE  CASH 

July  1,  1989 

Julyl,  1990 

July  1,  1991 

Total  Positive 

$269,352,136 

$291,081,881 

$168,859,892 

Total  Negative 

-$13,486,432 

-$29,070,772 

-$74,753,565 

#  of  Communities 

307 

308 

247 

Positive 

#  of  Communities 

40 

37 

94 

Negative 

#  of  Communities  Not 

4 

6 

10 

Certified 
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Continued  from  page  2 
Funds  may  be  expended  to  defray  certain 
qualified  law  enforcement  costs  as  out- 
lined in  Ch.  94C,  Sec.  47.  Funds  from  this 
account  may  be  expended  by  the  police 
chief  without  further  appropriation. 

Levy  Ceiling  -  2.5  %  of  the  assessed 
valuation  of  the  community.  Property  taxes 
levied  may  exceed  this  limit  only  if  the 
community  passes  a  capita!  outlay  expen- 
diture exclusion  or  a  debt  exclusion. 

Levy  Limit  -  The  maximum  amount  a 
community  can  levy  in  a  given  year.  The 
limit  can  grow  each  year  by  2.5%  of  the 
prior  year's  levy  limit  plus  new  growth  and 
any  overrides  (see  below).  The  levy  limit 
can  exceed  the  levy  ceiling  only  if  the 
community  passes  a  capital  expenditure 
exclusion  or  debt  exclusion. 

Local  Aid  -  Revenue  allocated  by  the 
Commonwealth  tocities,  towns  and  school 
districts.  Most  aid  is  not  restricted  in  pur- 
pose. Estimates  of  local  aid  are  transmitted 
to  cities,  towns  and  districts  annually  by 
the  "Cherry  Sheet." 

Local  Receipts  -  Locally  generated 
revenues  other  than  real  and  personal 
property  taxes  and  excluding  enterprise 
fund  revenues.  Examples  include  motor 
vehicle  excise,  investment  income,  hotel/ 
motel  tax,  fees,  rentals  and  charges.  An- 
nual estimates  of  local  receipts  are  shown 
on  the  tax  rate  recapitulation  sheet. 


New  Growth  -  The  taxing  capacity  added 
by  new  construction  and  other  increases  in 
the  property  tax  base.  New  growth  is  calcu- 
lated by  multiplying  the  value  associated 
with  new  construction  by  the  tax  rate  of  the 
previous  fiscal  year.  For  example,  FY93new 
growth  is  determined  by  multiplying  the 
value  of  new  construction  in  calendar  1 991 
(as  valued  on  January  1 , 1 992)  by  the  FY92 
tax  rate.  Beginning  in  FY92,  all  increases  in 
value  that  are  notthe  result  of  revaluation  or 
appreciation  now  qualify  for  inclusion  in 
new  growth  figures. 

Overlay  -  (also  Reserve  for  Abatements 
and  Exemptions)  An  Account  established 
annually  to  fund  anticipated  property  tax 
abatements  and  exemptions  in  that  year. 
The  overlay  reserve  is  not  established  by  the 
normal  appropriation  process,  but  rather  is 
raised  on  the  tax  rate  recapitulation  sheet. 

Overlay  Deficit  -  a  deficit  that  occurs 
when  the  amount  of  overlay  raised  in  a  given 
year  is  insufficient  to  cover  abatements  and 
statutory  exemptions  for  that  year.  Overlay 
deficits  must  be  provided  for  in  the  next 
fiscal  year. 

Overlay  Surplus  -  Any  balance  in  the 
overlay  account  of  a  given  year  in  excess  of 
the  amount  remaining  to  be  collected  or 
abated  can  be  transferred  into  this  account 
(see  Overlay).  Within  ten  days  of  a  written 
request  by  the  chief  executive  officer  of  a  city 
or  town,  the  assessor  must  provide  a  cert- 


ification of  the  excess  amount  of  overlay 
available  to  transfer  Overlay  surplus  may  be 
used  for  any  lawful  purpose.  At  the  end  of 
each  fiscal  year,  unused  overlay  surplus  is 
"closed"  to  surplus  revenue;  in  other  words, 
it  becomes  a  part  of  free  cash. 

Override  -  a  vote  by  a  community  at  an 
election  to  permanently  increase  the  levy 
limit.  An  override  vote  may  increase  the  levy 
limit  to  no  higher  than  the  levy  ceiling.  The 
override  question  on  an  election  ballot  must 
state  a  purpose  for  the  override  and  the 
dollar  amount. 

Override  Capacity  -  The  difference 

between  a  community's  levy  ceiling  and  its 
levy  limit.  It  is  the  maximum  amount  by 
which  a  community  may  override  its  levy 
limit. 

Parking  Meter  Receipts  Reserved 

for  Appropriation  -  Allows  a  community 
to  charge  for  parking  and  to  reserve  these 
proceeds  in  a  separate  account.  In  accor- 
dance with  Ch.  40,  Sec.  22A,  the  proceeds 
may  be  used  to  offset  certain  expenses  for 
the  acquisition,  installation,  maintenance 
and  operation  of  parking  meters  and  the 
regulation  of  parking  and  other  traffic  activi- 
ties. 

Municipal  Finance  Terms  will  be  continued 
in  the  October  issue  of  City  &  Town. 


mu.  MUNICIPAL    FISCAL  CALENDAR 

Septemt)er  30 

State  Treasurer/  Town  Treasurer-  Notification  of  quarterly  Local  Aid  payments  before  September  30.  When  Local  Aid  payments  are 
transmitted  to  communities,  the  cover  letter  indicates  what  funds  (e.g.,  Ch.  70,  Lottery,  Highway  Fund)  are  included  on  or  before  September 
30,  less  quarterly  assessments  (see  Cherry  Sheet  attachment  for  details).  The  Town  Treasurer  should  fonward  a  copy  of  this  letter  to  the 
Accountant  for  record  keeping  purposes. 

Treasurer  I  DOR:  BOA- Cast)  {Management  Achievement  Reports.  These  reports  are  used  to  monitor  local  cash  and  investment  practices. 
DOR  requests  information  regarding  the  amount  of  money  invested  annually,  the  rate  of  return  earned  by  the  town  and  any  compensating 
balances  the  town  may  maintain  in  banks.  Although  this  information  is  not  an  absolute  measure  of  investment  performance,  this  information 
can  be  useful  not  only  as  a  measure  of  the  rate  of  return  on  Investments  by  a  municipality,  but  also,  of  prime  importance,  it  allows  the  town 
to  review  its  cash  management  practices  and  investment  policies,  and  if  desired,  to  make  adjustments  to  bring  about  increased  returns  or 
improved  security. 

October  1 

Accountant  I  Selectmen/Finance  Committee  -  Prior  to  the  budget  process,  begin  estimating  municipal  revenues  for  next  fiscal  year 
(based  on  the  prior  fiscal  year). 

Taxpayer  I  J^SeSSOrS  -  Last  date  to  file  application  to  have  land  valued  and  taxed  as  Agricultural/Horticultural  or  Recreational  Land. 

-  Last  date  to  file  Abatement  Applications.  (By  MGL  Chapter  59,  applications  for  abatements  are  due  for  tax 
bills  mailed  by  September  1 ,  or  thirty  days  after  mailing.) 

Continued  on  next  page 
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DATA  BANK  HIGHLIGHT  .... 


The  Municipal  Data  Bank  is  a 
clearinghouse  for  a  wide  variety  of 
municipal,  financial  and  socio-eco- 
nomic data.  This  information  can 
be  obtained  on  printouts  or  disk- 
ettes by  calling  (617)  727-2300  ext. 
476  as  well  as  via  computer 


modem  on  the  On-line  Data  Ac- 
cess System.  Note  that  the  Modem 
Number  for  the  On-line  System 
has  changed.  The  new  number  is 
(617)  727-  4401. 
Trends  in  Local  Reserves"  pre- 
sents a  community's  free  cash  cert- 


ification and  stabilization  fund  bal- 
ance going  back  to  FY82,  in  dollars 
and  as  a  percentage  of  the  budget. 
The  report  is  available  for  indi- 
vidual municipalities  or  groups  of 
cities  and  towns.  ■ 


n,u  MUNICIPAL  FISCAL  CALENDAR 

October  31 

Accountant  I  DOR:  BOA  -  Submit  Schedule  A  for  prior  fiscal  year.  This  report  is  a  statement  of  the  revenues  received,  ex- 
penditures made  and  all  other  transactions  related  to  the  town's  finances  during  the  previous  fiscal  year.  The  Schedule  A  clas- 
sifies revenues  and  expenditures  into  detailed  categories  that  will  provide  information  essential  for  an  analysis  of  revenues  and 
expenditures  generated  by  various  departments.  This  data,  as  is  other  financial  information  reported  to  DOR,  is  in  DOR's  Municipal 
Data  Bank;  as  such  we  may  provide  time  series,  comparative  and  other  types  of  analysis  at  the  request  of  the  town.  This  information 
is  also  sent  to  the  U.S.  Census  Bureau  and  eliminates  a  prior  federal  reporting  requirement.  Failure  to  file  by  this  date  may  result  in 
withholding  major  distribution  of  state  aid  until  the  Schedule  A  is  accepted  by  BOA. 


Selectmen  /  Departments  -  Begin  establishing  next  fiscal  year  budget  guideliries  and  requesting  department  budgets. 

Assessors  I  DOR:  BOA  -  Begin  tax  rate  Recapitulation  Sheet  (quarterly  tax  communities)  .  The  town  should  begin  gathering 
the  information  in  order  to  provide  enough  time  for  the  tax  rate  to  be  set  and  tax  bills  mailed  by  January  1 . 
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During  the  first  year  after 
the  implementation  of 

 1  Proposition21/2inl982, 

it  became  apparent  that  the 
2 1/2%  annual  increase  in  the  levy 
limit  would  not  be  sufficient  to 
meet  the  increased  service  needs 
caused  by  new  development  in 
communities.  Proposition  2  1/2 
was  therefore  amended  in  1984  to 
allow  for  increases  in  the  levy  limit, 
proportionate  with  new  construc- 
tion in  a  community,  above  the 
automatic  increase  allowed  by 
Proposition  2  1/2. 

New  Growth  was  based  on  the 
premise  that,  for  example,  a  newly 
constructed  housing  development 
in  a  community  can  increase 
school  enrollment  and  cause  the 
infrastructure  of  the  community 
to  expand,  resulting  in  the  need 
for  more  municipal  services  at  an 
additional  cost  to  the  community. 

Subsequently,  the  legislature 
implemented  three  substantial 
changes  to  expand  allowable  New 
Growth: 

.  Effective  in  FY90,  the  total  in- 
crease in  value  due  to  the  con- 
struction of  residential  dwell- 
ing units  became  allowable. 

•  Effective  in  FY91,  a  one-time 
six  month  acceleration  in  the 
taxation  of  New  Construction 
was  allowed  as  a  local  option. 

•  Effective  in  FY92,  the  defini- 
tion of  New  Growth  expanded 
to  include  the  increases  m  value 
of  all  improvements  to  prop- 
erty. 


This  article  will  describe  the  evolu- 
tion of  New  Growth  over  the  past 
decade  and  show  the  effect  of  this 
legislation. 

Beginning  in  FY83  and  continuing 
through  1989,  the  New  Growth 
calculation  remained  essentially 
unchanged.  An  amount  was  added 
to  the  levy  limit,  which  was  based 
on  the  valuation  of  certain  new 
qualifying  construction  and  other 
allowable  growth  in  the  tax  base 
that  was  not  the  result  of  property 
revaluation. 

During  that  time,  increases  in  as- 
sessed values  of  individual  prop- 
erties over  the  prior  year  had  to 
meet  certain  criteria  to  qualify  as 
tax  base  growth,  such  as: 

.  Residential  Property  -Increas- 
es of  at  least  50%. 

.  Commercial  &  Industrial  Prop- 
erty -  Increases  of  at  least 
$100,000,  or  50%,  whichever 
was  less. 

•  Exempt  Property  -  Property 
returned  to  the  tax  rolls  or  sub- 
division and  condominium  con- 
versions. 

Chapter  276  of  the  Acts  of  1988, 
effective  in  FY90,  provided  that 
the  entire  increase  in  assessed  value 
over  the  prior  year  due  to  the  con- 
struction of  residential  dwelling 
units  be  deemed  New  Growth. 

With  the  enactment  of  Chapter  6 
of  the  Acts  of  1991,  the  levy  capac- 
ity of  cities  and  towns  was  allowed 
to  expand  by  including  previously 
non-allowable  growth. 


Beginning  in  FY91,  all  increases 
in  the  assessment  of  any  parcel  of 
real  property  or  article  of  per- 
sonal property,  not  due  to  a  com- 
munity-wide revaluation,  reas- 
sessment or  equalization  pro- 
gram, qualifies  as  New  Growth. 

Another  policy  change  was  the 
provision  to  accelerate  the  taxa- 
tion of  new  construction  through 
the  enactment  of  Ch.  653  of  the 
Acts  of  1989.  This  allowed  com- 
munities the  local  option  to  tax  in 
the  first  year  of  acceptance,  new 
construction  and  improvements 
built  between  January  1  and  June 
30.  This  one-time  benefit  allowed 
18  months  of  calculated  New 
Growth  vs.  the  traditional  12 
months  calculation  of  January  - 
December,  in  the  first  year  that 
the  community  accepted  the  stat- 

Continued  on  page  7 
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Since  its  inception,  at  least  81 
communities  have  voted  to  ac- 
cept this  new  law:  74  communi- 
ties accepted  for  FY91  and  7  ac- 
cepted for  FY92. 

The  submission  of  New  Growth 
Reports  by  communities  to  the 

Table  1 


Division  of  Local  Services  to  be 
certified  annually  provides  the  data 
in  Table  1,  New  Growth  Trends 
and  Chan  1,  Certified  New  Growth. 

New  Growth  has  provided  com- 
munities withsignificant  increases 
in  levy  capacity.  However,  as  Chart 


FY 


New  Growth  Trends 

Levy  Increase 


%  Change  from 
Previous  Year 


]  FY83 

35,408,642 

49,673,212 

40.3%  1 

'  FY85 

I- 

;  FY86 

77,111,447 

55.2% 

114,329,250 

48.3% 

•  FY87 

130,739,919 

14.4% 

i  FY88 

137,995,793 

5.5% 

FY89 

163.442,250 

18.4% 

FY90 

141,763.564 

-13.3% 

FY91 

110.894.005 

-21.8% 

Ff92 

82.473.209 

-25.6% 

Totals 

1,043,831,291 

From  FY83  -  FY92 

Dollar  Ctiange  $47,064,567 

Total  %  Ctiange  1 32. 9% 

Avg.  %  Change  0.5% 


1  shows,  FY89  was  the  last  time 
that  the  annual  amount  of  New 
Growth  increased  over  the  prior 
year  amount.  The  trend  of  annual 
increases  in  New  Growth  peaked 
in  FY89.  This  suggests  that  eco- 
nomic changes  in  the  real  estate 
market  have  strongly  affected  this 
levy  limit  component. 


Chart  1 


200 


150 


I  100 

is 


50 


Certified  New  Growtii 
FY83  to  FY92 


FY83  FY84  FY85  FY86  FY87 
FY92  includes  339  out  of  351  communities. 


FY88     FY89     FY90     FY91  FY92* 


Note:  FY92  includes  339  out  of  a  total  of  351 
communities.  New  Growth  figures  include  Retroac- 
tive Growth  applied  to  the  fiscal  year  in  which  the 
growth  occurred. 


Fiscal  Impact  Studies 


I   he    Division  of  Local 
I        Services,  with  assistance 

 1    from  the  Department 

of  Education,  recently  completed 
studies  of  the  fiscal  impact  of  pro- 
posed school  reorganization  for 
communities  in  two  regions  -  the 
Masconomet  Regional  School 
District,  which  include  Boxford, 
Middleton  andTopsficld,  and  the 
Bridgewater-Raynham  Regional 
School  District.  These  member 


towns  requested  assistance  in  de- 
termining the  financial  impact  of 
expanding  to  a  full  K-12  district. 
The  combined  financial  effects  of 
increased  state  aid  for  regional 
schools,  together  with  an  in- 
creased regional  assessment  and 
the  loss  of  some  state  aid  for  edu- 
cation (Ch.  70  and  transportation 
aid)  was  determined  for  each  com- 
munity. As  part  of  the  analysis, 
consideration  was  made  for  the 


cost  of  providing  comparable  sala- 
ries, benefits,  insurance  and  cer- 
tain administrative  services 
through  a  fully  regionalized  sys- 
tem. 

For  more  information  on  the 
Division's  financial  management 
programs  please  call  Robert 
Addelson  or  Rick  Kingsley  at  ( 61 7) 
727-2300. 
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FY92  Average  Single  Family 
Residential  Tax  Bills 


) 


or  a  number  of  years, 
one  of  our  most  popular 
issues  of  City  &  Town 
Focus  has  examined  single  family 
residential  taxbills.  This  Focujpro- 
vides  information  on  single  family 
tax  bills  for  ¥Y92. 

In  FY92,  single  family  residential 
parcels  represent  58%  of  all  par- 
cels and  60%  of  total  property 
valuation. 

Background 

An  individual  property  owner's  tax 
bill  is  calculated  by  multiplying  the 
assessed  valuation  of  the  particu- 
lar parcel  of  property  by  the  tax 
rate  assigned  to  the  particular  class 
of  property  (the  amount  of  dol- 
lars owed  per  $1,000  of  taxable 
valuation.) 

The  assessment  of  each  parcel  of 
property  is  determined  by  the 
comm.unity's  assessors,  the  local 
officials  responsible  for  determin- 
ing the  value  of  the  community's 
real  and  personal  property.  As- 
sessments are  based  upon  full  and 
fair  cash  value,  the  amount  a  will- 
ing buyer  would  pay  a  willing  seller 
for  the  property. 

Property  is  assessed  as  of  the  prior 
January  1.  Tax  bills  for  ¥Y92  are 
based  on  property  values  deter- 
mined as  of  January  1,  1991. 

All  communities  are  required  by 
law  to  classify  real  and  personal 
property  into  one  of  these  catego- 
ries: residential,  open  space,  com- 
mercial, industrial  and  personal. 
Communities  have  the  option  of 
taxing  these  classes  at  different 
rates.  Local  officials  determine  the 
tax  rate  by  dividing  the  amount  of 
the  levy  -  the  amount  of  real  and 


personal  property  taxes  the  com- 
munity chooses  to  raise  -  by  the 
community's  total  assessed  value. 

Taxing  at  different  rates  shifts  the 
property  tax  among  the  major 
property  classes  within  certain  le- 
gal limits.  A  minimum  residential 
factor  calculated  by  the  Depart- 
ment of  Revenue  is  used  to  en- 
sure that  any  shift  from  the  resi- 
dential class  is  not  so  great  as  to 
create  a  disproportionate  burden 
for  the  other  classes.  In  FY92, 1 05 
communities  adopted  multiple  tax 
rates. 

Findings 

The  data  in  this  Focus  v^ere  devel- 
oped by: 

.  Selecting  those  communities 
for  which  complete  data  on 
tax  rates,  single  family  resi- 
dential property  assessed  valu- 
ation and  parcel  counts  are 
available. 

Dividing  the  assessed  valua- 
tion of  the  single  family  resi- 
dential property  in  each  com- 
munity by  the  numberof  single 
family  parcels. 
.  Multiplying  this  average  single 
family  assessed  valuation  by 
the  appropriate  tax  rate  for 
each  community. 

This  results  in  the  average  single 
family  residential  tax  bill  for  each 
community. 

Average  Bills  by  Size  of  Bill 
and  Kind  of  Community 

Of  the  334  cities  and  towns  for 
which  data  are  available,  the  state- 
wide median  of  the  average  single 
family  tax  bill  was  $1,665  ranging 
from  a  low  of  $546  to  a  high  of 


$5,840.  Of  these  334  communi- 
ties: 

.  24  Communities  or  7.2%  of 

communities  had  average  bills 

of  less  than  $999. 
.  218  communities  or  65.3% 

had  average  bills  of  between 

$1,000  and  $1,999. 
•  92  communities  or  27.5%  had 

average  bills  of  $2,000  or 

higher. 

See  Chart  1,  Range  of  FY92  Aver- 
age Tax  Bills. 

When  analyzed  by  Kind  of  Com- 
munity, Residential  Suburbs  had 
the  highest  median  of  the  average 
bill  of  $1,324. 

Single  family  residential  tax  bills 
are  closely  related  to  income.  The 
higher  a  community's  income  per 
capita,  the  higher  its  average  single 
family  residential  tax  bill  is  likely  to 
be.  This  is  because  single  family 
residential  properties  in  wealthier 
communities,  such  as  Residential 
Suburbs,  tend  to  be  of  higher  value. 

See  Chart  2,  FY92  Average  Tax 
Bill  by  Kind  of  Community  and 
Charts,  Average  Tax  Bills  and  In- 
come. 

Average  Bills  in  Current  and 
Constant  Dollars 

From  FY82  to  FY92,  in  current 
dollars,  the  statewide  median  of 
the  average  single  family  property 
tax  bill  increased  by  $692  or  7 1 . 1  %, 
from  $973  to  $1,665.  However,  in 
constant  dollars  (which  are  ad- 
justed for  inflation),  the  statewide 
median  average  family  tax  bill  in- 
creased by  only  $81  or  8.3%,  from 
$973  to  $  1,054.  See  Chart 4,  Trends 
in  Average  Tax  Bill  in  Actual  and 
Constant  Dollars,  FY82-FY92. 

continued  on  page  6 
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FY92  Average  Single  Family  Residential  Tax  Bills 


Continued  from  page  3 

Average  single  family  residential 
tax  bills  are  influenced  by  a  num- 
ber of  factors,  including  a 
community's  total  budget,  level 
and  type  of  services,  reliance  on 
state  aid,  Proposition  2  1/2  levy 
limit  and  share  of  the  levy  borne 
by  the  residential  class.  In  addi- 
tion, the  relative  value  of  each 


single  family  parcel  is  a  major  de- 
terminant of  an  individual 
taxpayer's  single  family  property 
tax  bill. 

This  Focus  doQS  not  include  those 
eleven  communities  that  adopted 
a  residential  exemption  in  FY92, 
because  data  are  not  reported  in 
sufficient  detail  to  calculate  an 


average  residential  tax  bill  that 
reflects  the  impact  of  the  exemp- 
tion. 

Notes: 

This  Focus  presents  FY92  data  for  334  commu- 
nities. 

The  table  lists  by  community:  assessed  value  of 
all  single  family parcels;  number  of  single  family 
parcels;  residential  tax  rate;  average  single  fam- 
ily tax  bill;  and  statewide  rank  in  bill  size  from  a 
high  of  1  to  a  low  of 334. 


Chart  1 


Chart  2 


RANGE  OF  FY92  AVERAGE  TAX  BILLS 
Number  of  Communities  in  Each  Group 


FY92  Average  Tax  Bill 

By  Kind  of  Community 

2474 


Urlsanized  Economic  Growth    Resid-      Rural      Small  Resort 
Centers    Suburbs   Comm.     ential     Economic    Rural  Comm. 

Suburbs     Centers  Comm. 


Charts 


Average  Tax  Bills  and  Income 


Each  cross  denotes  a  community,  graphed 
to  show  its  location  relative  to  income  (x  axis) 
and  tax  bill  (y  axis). 


+ 

+  ++ 


"'"Interpretation: 

The  higher  a  community's  income, 
the  higher  its  average  bill 
is  likely  to  be. 


1989  Income  Per  Capita  (in  Thousands) 


Chart  4 


Trends  in  Average  Tax  Bill 

Reporting  Commutiities,  in  Actual  and  Constant  FYS2  Dollars 

(Figures  represent  statewide 
medians  in  each  fiscal  year) 
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..UPDATE  ... 


Municipal  Finance  Terms 


_  _  unicipal  officials  en- 
counter  a  myriad  offi- 
I  nance  terms  which  may 
need  clarification,  are  job  specific 
or  may  not  be  familiar.  The  Divi- 
sion of  Local  Services  has  devel- 
oped this  glossary  of  commonly 
used  municipal  finance  terms  to 
provide  an  up-to-date  reference. 
These  terms  are  continued  from 
the  September  issue  of  CUy  & 
Town. 

Reserve  Fund  -  An  amount  set  aside 
annually  within  the  budget  of  a  city  or  town 
to  provide  a  funding  source  for  "extraordi- 
nary and  unforeseen"  expenditures.  In  a 
town,  the  Finance  Committee  can  authorize 
transfers  from  this  fund  for  "extraordinary 
and  unforeseen'  expenditures.  Other  uses 
of  the  fund  require  budgetary  transfers  by 
town  meeting.  In  a  city,  transfers  from  this 
fund  may  be  voted  by  the  city  council  upon 
recommendation  of  the  mayor. 

Resolution  Aid  -  The  combined 
amount  of  Chapter  70  and  additional  assis- 
tance. It  has  traditionally  been  provided 
each  year  by  state  funds  available  to  cities, 
towns  and  regional  school  districts  for  unre- 
stricted purposes. 

Retained   Earnings    -  An  equity 

account  reflecting  the  accumulated  earn- 
ings of  an  enterprise  fund  which  may  be 
used  to  fund  capital  improvements,  to  reim- 
burse the  general  fund  for  prior  year  subsi- 
dies, to  reduce  user  charges  and  for  enter- 
prise revenue  deficits  (operating  loss). 

Revenue  Anticipation  Borrow- 
ing -  Cities,  towns  and  districts  may  issue 
temporary  notes  in  anticipation  of  taxes 
(TANs)  orotherrevenue  (RANs).Theamount 
of  this  type  of  borrowing  is  limited  to  the  total 
of  the  prior  year's  tax  levy,  the  net  amount 
collected  in  motor  vehicle  and  trailer  excise 
in  the  prior  year  and  payments  made  by  the 
Commonwealth  in  lieu  of  taxes  in  the  prior 
year.  According  to  Ch.  44,  Sec.  4,  cities, 
towns  and  districts  may  borrow  for  up  to  one 
year  in  anticipation  of  such  revenue. 


Revolving  Fund  -  Allows  a  com- 
munity to  raise  revenues  from  a  specific 
service  and  use  those  revenues  to  support 
the  service  without  appropriation.  For  "de- 
partmental revolving  funds,"  Ch.  44,  Sec.  53 
E  1/2  stipulates  that  each  fund  must  be  re- 


authorized each  year  at  annual  town  meet- 
ing or  by  city  council  action,  and  that  a  limit 
on  the  total  amount  which  may  be  spent 
from  each  fund  must  be  established  at  that 
time.  The  aggregate  of  all  revolving  funds 
may  not  exceed  ten  percent  of  the  amount 
raised  by  taxation  by  the  city  or  town  in  the 
most  recent  fiscal  year,  and  no  more  than 
one  percent  of  the  amount  raised  by  taxa- 
tion may  be  administered  by  a  single  de- 
partment or  board.  No  Revolving  Fund  ex- 
penditures shall  be  madeforthe  purpose  of 
paying  any  wages  or  salaries  for  full-time 
employees.  Revolving  Funds  for  other  pro- 
grams as  provided  by  statute  are  still  al- 
lowed, and  a  departmental  revolving  fund 
may  be  implemented  in  addition  to  or  in 
conjunction  with  other  existing  statutory 
revolving  funds,  provided  that  the  depart- 
mental revolving  fund  does  not  conflict  with 
provisions  of  other  revolving  funds. 

Sale  of  Cemetery  Lots  Fund 

This  fund  is  established  to  account  for 
proceeds  of  the  sale  of  cemetery  lots.  The 
proceeds  must  be  used  to  offset  certain 
expenses  of  the  Cemetery  Department  un- 
der provisions  of  Ch.  114,  Sec.  43C. 

Sale  of  Real  Estate  Fund  -  This 

fund  is  established  to  account  for  the  pro- 
ceeds of  the  sale  of  municipal  real  estate 
other  than  proceeds  acquired  through  tax 
title  foreclosure.  Ch.  44,  Sec.  63  states  that 
such  proceeds  shall  be  applied  first  to  the 
retirement  of  debt  on  the  properly  sold.  In 
the  absence  of  such  debt,  funds  may  gen- 
erally be  used  for  purposes  for  which  the 
city  or  town  is  authorized  to  borrow  for  a 
period  of  five  years  or  more. 

Stabilization  Fund  -  An  account 
from  which  amounts  may  be  appropriated 
for  any  lawful  purpose.  Prior  to  FY92,  use  of 
the  Stabilization  Fund  was  restricted  to  pur- 
poses for  which  cities  and  towns  could 
legally  borrow.  RevisionstoCh.40,  Sec.5B 
removed  this  restriction  and  amounts  from 
the  Stabilization  Fund  can  now  be  appro- 
priated for  any  legal  purpose.  A  two-thirds 
vote  of  town  meeting  or  city  council  is 
required  to  appropriate  money  from  the 
Stabilization  Fund. 

State  House  Note  Borrowing 

Notes  for  cities,  towns,  counties  and  dis- 
tricts certified  by  the  Director  of  Accounts. 
State  House  notes  are  generally  less  costly 
and  easier  to  issue  than  conventional  is- 
sues for  borrowings.  Therefore,  these  notes 
are  more  commonly  used  for  temporary 
loans  and  smaller  long-term  issues. 


Tailings  -  This  fund  is  reserved  for 
unclaimed  checks  written  on  city  or  town 
accounts.  The  procedures  for  retaining 
money  from  unclaimed  checks  are  outlined 
in  Ch.  200A,  Sec.  9A.  Written  notice  must  be 
filed  with  the  clerk  if  these  procedures  are  to 
be  followed. 

Tax  Rate  Recapitulation  Sheet- 

(also  Recap  Sheet)  A  document  submitted 
by  a  city  or  town  to  the  Department  of  Rev- 
enue in  order  to  set  a  property  tax  rate.  The 
recap  sheet  shows  all  estimated  revenues 
and  actual  appropriations  which  affect  the 
property  tax  rate. The  recap  sheetshould  be 
submitted  to  the  Department  of  Revenue  in 
September  (in  order  to  issue  the  first-half 
semiannual  property  tax  bills  in  October)  or 
in  December  (in  order  to  issue  the  third 
quarterly  property  tax  bills  in  January). 

Tax  Title  -  Collection  procedure  which 
secures  a  lien  on  real  property  and  protects 
the  municipality's  right  to  payment  of  over- 
due property  taxes.  Without  following  this 
procedure,  the  lien  on  real  property  may  be 
deemed  void  if  three  years  elapse  from  the 
October  first  following  the  assessment  date, 
and  the  property  is  transferred.  If  amounts 
remain  outstanding  on  the  property  after 
issuing  a  demand  for  overdue  property  taxes 
and  after  publishing  a  notice  of  tax  taking, 
the  collector  may  take  the  property  tor  the 
city  or  town.  After  properly  recording  the 
instrument  of  taking,  the  collector  transfers 
responsibility  for  the  overdue  amounts  to 
the  treasurer. 

Trust  Fund  -  in  general,  a  fund  held 
for  the  specific  purpose  stipulated  by  the 
trust  agreement.  The  treasurer  acts  as  cus- 
todian of  trust  funds  and  invests  and  ex- 
pends such  funds  as  stipulated  by  trust 
agreements  or  as  directed  by  the  commis- 
sioners of  trust  funds  or  by  town  meeting. 
Both  principal  and  interest  may  be  utilized  if 
the  trust  is  established  as  an  expendable 
trust.  For  nonexpendable  trust  funds,  inter- 
est but  not  principal  may  be  expended  as 
directed. 

Water  Surplus  -  For  water  depart- 
ments operating  under  Ch.  41,  Sec.  698, 
any  revenues  in  excess  of  estimated  water 
receipts  or  unspent  water  appropriations 
close  to  a  water  surplus  account.  Water 
surplus  may  be  appropriated  to  fund  water- 
related  expenses  or  to  reduce  water  rates. 
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DATA  B  A  N  K  HIGHLIGHT 


The  Municipal  Data  Bank  is  a 
clearinghouse  for  a  wide  variety  of 
municipal,  financial  and  socio-eco- 
nomic data.  This  information  can 
be  obtained  on  printouts  or  disk- 
ettes by  calling  (617)  727-2300  ext. 
476  as  well  as  via  computer 


modem  on  the  On-line  Data  Ac- 
cess System.  Note  that  the  Modem 
Number  for  the  On-line  System 
has  changed.  The  new  number  is 
(617)  727-4401. 
Trends  in  A  verage  Tax  Bills"  pre- 
sents  each  community's  average 


single-family  tax  bill,  if  reported, 
for  selected  years  between  FY82- 
FY92.This  comparative  report  can 
be  run  for  all  municipalities  or  sub- 
groups of  comparable  communi- 
ties. This  information  is  also  avail- 
able on  diskette  and  through  the 
On-line  Data  Access  System. 


MUNICIPAL  FISCAL  CALENDAR  ... 

November  1 

Taxpayer  I  Collector -Deadline  of  1st  payment  tax  bill  (semi-annual  except  for  quarterly.)  According  to 
M.G.L.  Ch.  59,  Sec.  57,  this  is  the  deadline  for  the  1  st  half  of  the  semi-annual  tax  bills  or  preliminary 
notices  without  interest,  unless  the  bills  were  mailed  after  October  1 ,  then  they  are  due  30  days  after 
mailing. 

Taxpayer  I  Collector  -  Deadline  for  payment  of  2nd  quarterly  tax  bill  without  interest 
Treasurer  /  County  Treasurer  -  Deadline  for  payment  of  the  first  half  of  the  county  tax. 
November  15 

Treasurer  I  DOR:  BOA  -  First  quarter  reconciliation  of  cash  (due  45  days  after  the  end  of  the  quarter.) 

I     A  reconciliation  is  the  process  of  comparing  the  Treasurer's  accounts  to  the  Accountant's  accounts  to 
determine  whether  or  not  they  are  consistent  and  to  make  corrections  if  necessary.  When  a  reconcilia- 
tion is  completed,  the  Accountant  should  indicate  the  appropriate  report  acceptance  or  rejection  on  the 
report.  Reconciliations  are  required  at  least  every  quarter.  The  town  may  prefer  to  make  monthly  recon- 
ciliations since  the  task  is  accomplished  more  effectively  if  the  reconciliations  are  on  a  monthly  review. 
The  town  may  find  these  reports  helpful  in  monitoring  cash  practices  of  the  financial  offices.  If  the 
Accountant  and  Treasurer  are  not  consistently  reconciling  accounts,  the  Selectmen  should  inquire  as 
to  the  reasons. 

November  30 

Selectmen  -  Review  budgets  submitted  by  department  heads.  This  date  will  vary  depending  on  the  dates 
of  the  town  meeting. 
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Mitchell  Adams,  Commissioner  ^  Publfcation  of  the  Massachusetts  Department  of  Revenue's  Division  of  Local  Services 

Leslie  Kirwan,  Deputy  Commissioner   '—^ — i  p-   

Computer  Applic^ions  Available  From  DLS 

Over  the  past  six  years  the  Division  of  Schedule  A  Application  associated  with  tax  rate  certification,  in- 
Local  Services  has  been  creating  a  vari-  For  the  sixth  year,  communities  are  able  eluding  the  maximum  allowable  shift  in  tax 
ety.of  personal  computer  applications  to  complete  their  annual  financial  report  burden  from  residential  property  and  the 
designed  to  assist  local  financial  offi-  (Schedule  A)  using  the  Division's  disk-  °^  override  per  $1,000  valuation, 
cials,  managers,  and  policy-mai^ers.  ette  application.  The  Schedule  A  pro-  Available  by  request  on  diskette,  the  pro- 
Currently  available  are  Revenue  and  Ex-  gram  is  menu-driven,  and  readily  en-  gram  is  accessed  through  a  user-friendly 
penditure  Forecasting  Application,  ables  the  user  to  compute  subtotals,  menu  system.  For  more  information  about 
Schedule  A  Application,  Tax  Rate  Reca-  totals  and  section  reconciliations.  This  the  automated  Tax  Rate  Recap,  interested 
pitulation  Application  and  Cash  Flow  program  will  make  the  process  of  fulfill-  officials  should  contact  their  Bureau  of 
Analysis  Application.  The  development  mg  the  Schedule  A  reporting  require-  Accounts  representative, 
processcontinuesasthe  Division  begins  rnent  an  easier  and  more  efficient  task. 

the  design  stage  of  Balance  Sheet    Castl  FlOW  AnalysIS 

Application.  The  automation  offered  can  AODllcatlon 

be  operated  on  most  personal  comput-  Foi  JT  f^OffWrirR  -ru  V^'    •  *  . 

^  .  ^  ^  ■  LVVCJ.I  The  Division  encourages  communities  to 
ers  equipped  with  Lotus  1-2-3,  and  is  ^  /•  »  #  u  <i  i  ■  .  . 
providedatnocosttocommunities.  Listed  ApOllCatlOnS  NOW  ^'^^^'^^  ^  °^  analysis  by  estimat- 
r'  ,  i  '  "  ing  cash  receipts  and  cash  disburse- 
below  are  descriptions  of  the  currently  A,  ,^:i^L-^i^  ,  ^  7  ^  *  u 
available  applications.  Available  men ts  in  order  to  determine  cash  avai  - 
'^'^  ability.  A  sound  cash  flow  analysis  will 
r-,  ,  r-  enable  the  community  to  anticipate  the 
rievenue  anu  bXpenOllUre  Local  officials  can  contact  their  Bureau  of  impact  of  future  demands  on  cash  re- 
ForecaSting  Application  Accounts  representative  for  hardware,  gg^ves  and  plan  accordingly.  The  Bureau 
This  application  allows  local  officials  to  aPPl'cation  and  reporting  requirements  of  Accounts  has  developed  an  automated 
forecast  all  operating  revenues  and  ex-  Schedule  A  Application.  Comma-  ^ash  Flow  spreadsheet  to  assist  officials 
penditures  that  appear  on  their  nities  without  access  to  Lotus  1-2-3  may  in  this  task.  Cash  Flow  spreadsheets  can 
community's  Tax  Rate  Recapitulation  also  contact  their  BOA  representative  for  ^e  obtained  from  your  Bureau  of  Ac- 
Sheet.  The  user  can  also  explore  "what  if"  '"formation  on  accessing  the  Division's  go^^ts  representative, 
scenarios  to  determine  the  impact  of  computers  ,n  the  Boston,  Springfield  and 

future  events  on  their  community's  bot-  Worcester  regional  offices.  information  on  the  Division's  com- 

tom  line  by  varying  underlying  revenue  >  /  +•  puter  applications  call  (617)  727-2300.  ■ 

and  expenditure  assumptions.  1^  Hate  HecapitUlatlOn 

Application  Inside  This  Issue 

Staff  from  Local  Services  is  available  to  Local  officials  may  also  take  advantage   

provide  application  support  and  to  meet  of  the  automated  Tax  Rate  Recapitula- 

with  a  community's  financial  team  to  as-  tion  (Recap)  offered  by  the  Division.  The  Op'^'O"  2 

sist  them  in  getting  started.  For  more  Recap  program  is  designed  to  help  fi-  Focus 

information  or  to  order  the  Revenue  and  nancial  officials  complete  all  the  forms  Override  Referenda  3 

Expenditure  Forecasting  Application,  of-  necessary  for  a  community's  tax  rate  Update 

ficialscancontactStephenDukemaninthe  certification.  It  also  automates  the  Workshops  and  Training   7 

Division's  Technical  Assistance  Section.  calculation  of  certain  important  factors  Municipal  Fiscal  Calendar  8 
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LEGAL 


Q:  Can  a  city  or  town  scfiool  committee 
approve  payment  of  an  expense  for  wliichi 
tfiere  is  no  pre-existing  line  item'? 

A:  No.  Cfiapter  71  Sec.  34  of  the 
Massacfiusetts  General  Laws  states  tliat 
"Tfne  vote  of  the  legislative  body  of  a  city 
or  town  shiall  establisfi  the  total  appro- 
priation for  the  support  of  the  public 
schools,  but  may  not  limit  the  authority  of 
the  school  committee  to  determine  ex- 
penditures within  the  total  appropriation." 
This  provision  applies  only  to  the  extent 
that  the  school  committee  already  has 
suitable  line  items  in  its  budget.  Under 
Ch.  71  Sec.  34,  the  school  committee 
must  prepare  an  itemized  budget  to  per- 
mit the  city  or  town  appropriating  body  to 
make  "nonbinding  monetary  recommen- 
dations to  increase  or  decrease  certain 
items  allocating  such  appropriations."  In 
addition,  other  statutes  require  detailed 
estimates  of  departmental  budget  re- 
quests in  cities  and  towns  (M.G.L.  Ch.44 
Sec.  31 A  &  Ch.41  Sec. 59).  Accordingly, 
if  there  is  no  pre-existing  line  item  for 
certain  school  department  expenses, 
such  a  line  item  would  have  to  be  estab- 
lished in  a  supplemental  budget  or  by  a 
city  council  or  town  meeting  approved 
transfer  (See  M.G.L.  Ch.44  Sec.  33B). 

Q:  Can  a  Sealer  of  Weights  and  Mea- 
sures in  a  town  which  has  adopted  Ch. 
40  Sec.  22F  of  the  General  Laws  set  fees 
for  the  service  of  testing  and  affixing  an 
official  seal  to  measuring  devices? 

A:  Yes.  Chapter  40  Sec.  22F,  which  is  a 
local  option  statute,  permits  municipali- 
ties to  set  certain  fees  and  charges  and, 
if  those  fees  and  charges  are  currently 
established  by  statute,  to  increase  them 
beyond  the  statutory  level.  By  this  stat- 
ute, municipal  boards  and  officers  may 
establish  reasonable  fees  and  charges 
for  permits,  licenses  or  certificates  is- 
sued or  for  services  performed.  Certain 
fees  and  charges  cannot  be  set  under 
this  new  statute.  These  include  charges 
for  health  care  services  approved  by  the 


Rate  Setting  Commission  under  M.G.L. 
Ch,  6A  Sec.  31-77,  fees  for  liquor  li- 
censes under  M.G.L.  Ch.  138,  and  fees 
not  paid  over  entirely  to  the  municipality. 
The  later  category  would  include  fees:  1 ) 
retained  by  the  officer  (such  as  city  or 
town  clerk  fees);  2)  partly  or  wholly  paid 
over  to  the  Commonwealth  (e.g.,  wet- 
lands protection  fees);  and  3)  paid  over 
to  another  governmental  body  (e.g.,  dog 
license  fees  paid  to  the  county).  Pres- 
ently, Ch.  98  Sec.  56  of  the  General  Laws 
establishes  fees  for  Sealers  and  pro- 
vides that  cities  and  towns  may  use  this 
schedule  or  set  the  fees  by  ordinance  or 
bylaw.  Since  the  Sealer  essentially  is- 
sues permits  by  affixing  seals  to  measur- 
ing devices  for  the  benefit  of  the  general 
public,  town  meeting  by  adopting  this 
statute  can  authorize  the  Sealer  to  set 
reasonable  fees  for  the  issuance  of  these 
permits  provided  all  revenue  derived  is 
credited  to  estimated  receipts.  Any  in- 
crease in  fees,  however,  must  satisfy  the 
tests  set  forth  by  the  Supreme  Judicial 
Court  in  Emerson  College  vs.  Boston, 
391  Mass.  415(1 984).  Most  importantly, 
the  fees  imposed  are  to  meet  expenses 
incurred  in  providing  the  service  and 
should  not  be  imposed  so  as  to  create  a 
significant,  consistent  surplus. 

Q:  How  should  a  property  tax  be  billed 
where  there  is  multiple  ownership  and 
the  municipality's  computer  system  is 
unable  to  print  the  full  names  of  all  own- 
ers'? 

A:  Under  Ch.  60  Sec.  56,  if  a  parcel  has 
multiple  record  owners,  the  tax  may  be 
assessed  in  the  name  of  one  or  more  of 
the  record  owners.  If  it  is  not  possible  to 
include  the  full  names  of  all  owners  on  the 
tax  bill,  then  the  full  name  of  at  least  one 
of  the  owners  must  be  listed  for  the 
assessment  and  I  ien  to  be  valid .  If  the  last 
names  of  some  or  all  of  the  other  owners 
were  also  included,  this  should  not  affect 
the  validity  of  the  tax.  Minor  omissions  or 
mistakes  would  not  invalidate  an  assess- 


 In  Our  Opinion 

ment  unless  they  are  misleading  or  affect 
ataxpayer's  rights.  (M.G.L.  Ch. 60  Sec. 21 ; 
McManus  vs.  Boston,  320  Mass.  585 
[1947]). 

Q:  How  should  a  tract  of  land  be  as- 
sessed where  portions  of  the  parcel  have 
been  made  subject  to  a  perpetual  con- 
servation restriction  under  Ch.  184  of  the 
General  Laws? 

A:  The  Supreme  Judicial  Court  states  in 
Parkinson  vs.  Board  of  Assessors  of 
Medfield,  398  Mass.  112  (1986)  that  if 
part  of  a  taxpayer's  property  is  encum- 
bered by  a  conservation  restriction  and 
part  is  not,  then  Ch.  59  Sec.  1 1  of  the 
General  Laws  requires  that  the  restricted 
and  unrestricted  portions  be  separately 
assessed.  Accordingly,  the  assessors 
must  create,  for  assessment  purposes,  a 
separate  parcel  consisting  of  restricted 
land. 

Q:  How  should  a  community  account  for 
workmen's  compensation  and  disability 
insurance  proceeds? 

A:  Such  sums  are  part  of  estimated 
receipts.  Chapter  44  Sec.  53  provides 
that  all  amounts  paid  to  a  city,  town  or 
district  officer  or  department  are  to  be 
deposited  in  the  general  treasury  and 
cannot  be  spent  without  further  appro- 
priation unless  a  specific  statutory  provi- 
sion applies.  Unlike  fire  or  physical  dam- 
age insurance  proceeds  which  can  be 
reserved  if  not  in  excess  of  $10,000,  all 
personal  injury  insurance  proceeds  be- 
come part  of  estimated  receipts  and 
cannot  be  credited  to  the  salary  account 
of  the  particular  department.  Under  Ch. 
41  Sec.  1 1 1Fof  the  Massachusetts  Gen- 
eral Laws,  police  and  fire  employees 
who  are  injured  in  the  line  of  duty  must 
receive  1 00%  of  their  regular  compensa- 
tion from  the  salary  account.  If  the  mu- 
nicipality has  insurance  to  covertheloss, 
such  proceeds  must  be  paid  into  the 
general  treasury.  ■ 
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Proposition  2  1/2 
Override  Referenda 

The  90's  have  been  a  period  of  financial 
stress  for  IVlassachusetts  cities  and  towns. 
This  Focus  looks  at  the  extent  to  which 
communities  attempted  to  use  the  over- 
ride provision  of  Proposition  2  1/2  to 
make  up  for  the  reductions  in  revenues 
caused  by  state  aid  cuts,  the  economic 
downturn,  and  related  factors.  While 
partial  data  are  available  for  the  current 
fiscal  year,  this  analysis  will  assess  the 
referenda  questions  affecting  FY90,  FYdl 
and  FY92.  The  two  other  2  1/2  referenda 
votes — debt  exclusions  and  capital  ex- 
clusions— will  be  addressed  in  a  future 
issue. 

Measurement  of  Results 

Measurement  of  the  impact  of  override 
votes  IS  complicated  by  the  fact  that 
communities  may  place  as  many  indi- 
vidual referenda  questions  before  voters 
as  they  choose.  Therefore,  some  elec- 
tions have  offered  a  "menu"  approach 
that  places  specific  budgetary  decisions 
in  the  hands  of  voters.  Some  communi- 
ties have  consistently  relied  upon  this 
option — especially  several  towns  on 
Cape  Cod.  Chatham  offered  62  sepa- 
rate questions  during  the  three-year 
period,  whileTisbury  had  51 ,  Harwich  44 
and  Eastham  38.  However,  the  com- 
bined dollar  amount  of  the  referenda 
questions  in  many  "menu"  ballots  often 
was  less  than  that  being  decided  by 
single  votes  in  other  communities. 

Another  complicating  factor  is  that  it  is 
not  uncommon  for  towns  to  have  ballot 
questions  at  more  than  one  election  dur- 
ing the  year — in  some  cases  presenting 
the  same  question  within  just  a  month  or 
so  of  a  loss.  In  fact,  22  communities  held 
three  or  four  elections  with  override 
questions  in  the  same  year. 

Because  of  these  phenomena,  it  makes 
sense  to  consider  override  votes  from 


two  different  perspectives.  The  outcome 
of  individual  questions  is  interesting,  but 
the  magnitude  of  the  attempts  and  suc- 
cess rates  can  be  better  understood  by 
looking  at  the  total  dollar  amount  being 
voted  upon  for  each  fiscal  year  in  each 
community. 

Findings 

Communities  are  relying  more  upon  over- 
rides in  the  90's  than  in  the  80's  (Figure 
1).  However,  the  amount  added  to  the 
levy  limit  statewide  appears  to  have 
peaked  in  FY91  at  $58.5  million.  Prelimi- 
nary information  for  FY93,  which  is  sum- 
marized at  the  end  of  this  article,  shows 
a  continued  decrease  in  the  amounts 
being  attempted  and  won. 

Attempts  and  Results:  State 
Totals 

Table  1  shows  statewide  attempts  and 
success  rates,  for  each  fiscal  year  and 
for  the  combined  three-year  period.  Al- 
most three  quarters  (257)  of  the  state's 
351  cities  and  towns  attempted  at  least 
one  vote.  Override  activity  peaked  in 
FY91 ,  when  more  than  half  of  the  state's 
commun  ities  attempted  at  least  one  over- 

Figure  1 
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ride  vote.  In  fact,  that  year's  609  override 
questions  alone  represented  more  than 
the  544  override  attempts  that  were  made 
during  the  entire  FY82-FY89  period! 

Success  rates  peaked  fn  either  FY90  or 
FY91 ,  depending  upon  whetherone  looks 
at  the  number  of  votes  or  the  amount 
won.  In  FY92,  less  than  half  (46.9%)  of  the 
143  attempting  communities  won  even 
one  vote,  the  lowest  rate  since  FY84.  The 
success  rate  for  individual  votes  was 
even  lower,  falling  from  40.3  %  in  FY90  to 
25.7%  in  FY92. 

During  the  FY90-92  period,  the  size  of 
override  votes  ranged  from  $181  to 
$1 0,000,000.  (Both  of  those  votes  failed.) 
Sixty  percent  of  all  votes  were  for  less 
than  $1 00,000.  Of  the  86  that  were  larger 
than  $1,000,000,  26  won.  The  biggest 
winwas$4,583,000forWorcester'sFY92 
school  budget. 

The  combined  amount  of  all  communi- 
ties' ballot  questions  for  FY90  through 
FY92  is  shown  in  Table  2  in  dollars  and 
dollars  per  capita.  Selectmen,  mayors 
and  city  councils  appear  to  have  become 
continued  on  page  six  • 


Override  Amounts  Added  to  the  Levy  Limit 

State  Totals,  FY83  through  FY92 

58.5 
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Override  Referenda 

^  continued  from  page  tfiree 

more  conservative  in  the  amounts  they 
presented  on  override  ballots  in  FY92. 
The  med  ian  amount  attempted  per  capita 
fell  from  $76.84  in  FY90  and  $76,67  in 
FY91,  to  $52.72  in  FY92. 

Results  by  Kind  of 
Community  (Table  3) 

Eighteen  of  the  45  Urbanized  Centers  in 
the  state  attempted  at  least  one  override 
for  the  three-year  period .  Th  is  is  a  marked 
increase  from  the  1980's,  when  it  was 
generally  thought  that  cities  could  not 

Table  1 


Override  Votes 


FY90- 

FY92 

Winning 

Percentage 

Number  nf 

At  Least 

Winning  At 

Communities 

Attempting 

Once 

Least  Once 

FY90 

132 

82 

62.1 

182 

100 

54  9 

FY92 

143 

67 

46  9 

FY30-92 

257 

164 

63  8 

Totil  Voles 

Voles 

Wins 

Win  Pet 

FY90 

442 

178 

40,3 

FY91 

G09 

169 

27,8 

FY92 

55G 

143 

25  7 

mo  -92 

1607 

490 

305 

Amount 

Amount 

Percent 

Amounts* 

Attempted 

Won" 

Won 

FY90 

93.311.832 

26.708.659 

286 

FY91 

157.102,880 

58.906.324 

37.5 

FY92 

113.368.525 

31,163.179 

27,5 

FY90-92 

363.783,237 

1 16.778.  lfa"2 

.321 

■  For  pyramid  voles,  each  ballot  question  counts  as  a  vole,  but  only 
the  highest  win  and  highest  attempt  are  counted,  losses  equal  the 
net  difference 

"  Amounts  won  may  be  slightly  larger  than  the  amount  actually 
added  to  the  limit,  because  in  a  few  cases  the  amounts  were  not 
appropriated. 


win  overrides,  (Northampton  was theonly 
city  to  present  an  override  question  prior 
to  FY90,)  Successful  votes  in  Springfield, 
Worcester  and  Holyoke  should  dispel 
that  notion.  However,  in  their  90's  forays 
into  the  override  process.  Urbanized 
Centers  won  only  1 6%  of  their  1 00  votes. 
At  the  other  end  of  the  spectrum,  all  but 
one  of  the  state's  53  Residential  Suburbs 
made  at  least  one  override  attempt  and 
were  successful  on  38,8%  of  their  299 
questions. 

Resort  Communities — including  those  on 
the  Cape,  in  the  Berkshires,  and  in  other 
areas  of  the  state — had  the  greatest 
success  with  overrides.  They  attempted 
the  most  votes  (330)  and  won  almost  half 
ofthem,  Inaddition,  Resort  Communities' 
combined  attempts  and  successes  were 
for  the  highest  dollar  amounts  per  capita, 
$242.03  and  $140.18,  respectively.  In 
these  communities,  57.9%  of  the 

Table  4 


combined  amount  attempted  won,  the 
highest  rate  statewide.  At  the  other  end 
of  the  spectrum.  Rural  Economic  Centers 
won  just  21.1%  of  their  votes  and  only 
1 4. 1  %  of  the  amount  offered  on  the  bal- 
lot. They  won  only  $1 8.68  per  capita,  the 
lowest  amount  for  all  of  the  kind  of 
community  groupings. 

Results  by  Functional 
Category 

In  order  to  assess  whether  voters  were 
more  likely  to  favor  overrides  for  certain 
purposes  more  than  others,  each  vote 
was  coded  into  one  of  eight  functional 
categories.  These  conform  to  the  struc- 
ture used  in  the  UMAS  accounting  sys- 
tem. Results  appear  in  Table  4. 

Most  votes  (1183  of  1607)  designated 
the  particular  department  to  which  over- 
rides will  be  appropriated.  However, 
general  overrides,  which  either  leave  the 


Override  Votes  and  Amounts ,  by  Function 

FY90  -  FY92 

Total 

Pet 

Amount 

Amount 

Percent 

Function 

Votes 

wins  Winning 

Attempted 

Won 

Won 

General  Operating 

424 

149 

35.1 

188,973,332 

58,731,305 

31.1 

Education 

350 

111 

31.7 

97,503,971 

30,603,769 

31.4 

Public  Works 

228 

66 

28.9 

29,893,811 

12,527,801 

41.9 

Public  Safety 

213 

60 

28:2 

29,075.786 

9,779,358 

33.6 

General  Government 

169 

23 

13.6 

7,331.468 

1 ,228,224 

16.8 

Culture  &  Recreation 

112 

35 

31.3 

4.410,048 

1,134,273 

25.7 

Health  &  Human  Services 

79 

38 

48.1 

3,348.781 

2,351 ,544 

70.2 

Other* 

32 

8 

25.0 

3,246,040 

421,888 

13.0 

Total 

1607 

490 

30.5 

363.783.237 

116.778.162 

32.1 

*  Other  includes  employee  benefits  and  stabilization  funds. 

Table  3 


Results  By  Kind  of  Community 


Kind  of  Community 

Population 
N  in     Number    In  Attempting 
Group  Attempting  Communities 

Total 

Votes 
W 

Win 
Pet 

 Amounts  

Attempted  Won 

Pel 
Won 

— AmtPer  Capita - 
Attempted  Won 

Urbanized  Centers 

45 

18 

836,234 

100 

16 

16  0 

85.599,467 

23,205.607 

27,1 

102,36 

27  75 

Economically  Developed  Suburbs 

59 

40 

958,236 

121 

29 

24  0 

79,100,583 

24,630.664 

31.1 

8255 

25  70 

Growth  Communities 

46 

34 

409,291 

321 

56 

17,4 

46.255,542 

13,471.217 

29  1 

113,01 

32,91 

Residential  Suburbs 

53 

52 

442,334 

299 

1 16 

38  8 

67,648,545 

31,608.642 

46,7 

152,94 

71,46 

Rural  Economic  Centers 

61 

40 

295,721 

213 

45 

21,1 

39.160,140 

5,522,915 

14,1 

132,42 

18  68 

Small  Rural  Communities 

46 

40 

1 18,429 

223 

65 

29,1 

22,213,280 

4.551,117 

20  5 

187  57 

38,43 

Resort/Retirement  Communities 

41 

33 

98,357 

330 

163 

49,4 

23,805.680 

13.788,000 

57,9 

242,03 

140,18 

Total 

351 

257 

3,158,602 

1607 

490 

30,5 

363.783,237 

116,778,162 

32.1 

115.17 

36  97 
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purpose  unspecified  or  designate  more 
than  one  department,  were  much  larger 
in  size.  They  accounted  for  $189.0  mil- 
lion, or5 1 .9  %  of  the  $363.8  million  placed 
before  voters. 

Of  the  remaining  $174.8  million  of  refer- 
enda attempts  with  specific  purposes 
identified,  $97.5  million  was  for  educa- 
tion, $29.9  million  was  for  public  works, 
and  $29.1  million  was  for  public  safety. 
Results  for  these  three  functional  areas 
are  all  in  the  same  high-twenty  to  low- 
forty  percent  range,  whether  one  looks  at 
the  success  rates  of  individual  votes  or  of 
the  amounts  being  considered.  The  suc- 
cess rate  for  schools  was  within  a  per- 
centage point  of  the  state  average  for  all 
functions. 

No  specific  function  stood  out  as  being 
especially  prone  to  success.  However, 
although  the  amounts  involved  are 
smaller,  it  is  noteworthy  that  the  general 
government  function — encompassing  a 
wide  range  of  purposes  such  as  town 
hall  maintenance,  computer  system 
purchases  and  revaluation  expenses — 
fared  poorly  both  on  votes  won  (13.6%) 
and  amounts  won  (16.8%). 

FY93  Results  to  Date 

Results  to  date  appear  to  indicate  that 
the  drop  in  override  activity  seen  in  F^92 
is  continuing  this  year.  Of  the  165  votes 
tallied  for  60  communities,  56  have 
passed.  However,  only  22.8  %  of  the 
$28. 1  million  offered  through  these  refer- 
enda has  won .  It  is  too  early  to  tell  whether 
this  trend  will  hold  for  all  communities  in 
FY93. 

Predictors  of  Override 
Attempts  and  Successes 

it  IS  tempting  to  ascribe  the  drop  in  FY92 
override  activity  and  success  rates  to  factors 
such  as  the  economy,  cuts  in  state  aid, 
income,  reliance  upon  capital  and  debt 
exclusions,  and  prior overrideexperience. 
These  and  other  factors  will  be  looked  at 
in  more  depth  in  upcoming  FOCUS 
articles  and  Division  publications.  ■ 
(We  appreciate  the  contributions  and  assis- 
tance of  John  Robertson  of  the  Massachusetts 
Municipal  Association.) 


FY93  Cherry  Sheet 
Manual 

The  Division  of  Local  Services  is  pleased 
to  announce  publication  of  the  FY93 
Cherry  Sheet  Manual,  a  guide  to  the  FY93 
Cherry  Sheet  for  local  officials,  legisla- 
tors, and  individuals  and  organizations 
interested  in  municipal  finance.  The  FY93 
Cherry  Sheet  represents  an  estimated 
$2.5  billion  in  receipts  to  cities,  towns, 
.and  regional  school  districts 

The  Cherry  Sheet  Manual  descflbes  each 
municipal  and  regional  school  district 
Cherry  Sheet  receipt  and  assessment 
program,  including:  title,  item  number, 
law(s)  creating/modifying  the  program, 
budget  account  number,  agency, 
amount,  purpose,  distribution/reimburse- 
ment or  assessment/charge  formula, 
administration  and  payment  schedule. 
The  Manual  describes  the  FY93  Cherry 
Sheet,  including  increases  in  certain  pro- 
grams, funding  of  new  programs,  and 
deletion  of  other  programs.  The  Manual 
also  examines  the  allocation  of  Resolu- 
tion Aid  in  recent  years. 

The  Cherry  Sheet  Manual  has  been  dis- 
tributed to  the  mayor's  office  in  each  city 
and  the  selectmen's  office  in  each  town. 
For  more  information  or  to  request  a  copy 
of  the  Manual,  please  contact  Lisa 
Juszkiewicz  or  Julie  Slavet,  Local  Aid 
Section,  Division  of  Local  Services,  (617) 
727-2300. 

FY94  Budget 
Workshops 

For  the  fourth  consecutive  year,  the  Divi- 
sion of  Local  Services  will  be  offering  its 
series  of  budget  workshops  for  Mass- 
achusetts communities.  These  work- 


shops offer  participating  communities 
an  opportunity  to  work  with  Division  per- 
sonnel to  develop  preliminary  budget 
estimates  for  the  coming  fiscal  year. 

As  in  past  years,  the  workshops  are 
offered  in  the  evening  to  groups  of  3  or  4 
communities,  with  one  of  the  communi- 
ties hosting  the  workshop.  The  first  part 
of  the  workshop,  is  a  general  discussion 
of  the  factors  that  generate  changes  in  all 
categories  of  revenues  and  expendi- 
tures. During  the  second  half  of  the 
workshop,  participants  divide  into  groups 
by  town.  Each  group  is  led  by  a  Division 
staff  member  and  prepares  an  estimate 
of  their  town's  FY94  revenues  and  ex- 
penditures. If  you  would  like  to  host  a 
budget  workshop  or  would  like  to 
participate  in  one,  please  call  Rick 
Kingsley  at  the  Division  of  Local  Services 
(617)727-2300. 

Forecasting 
Application  Training 

In  the  past  year,  the  Division  of  Local 
Services  received  requests  from  146 
Massachusetts  cities  and  towns  for  its 
newly  developed  Revenue  and 
Expenditure  Forecasting  Application.  The 
Forecasting  Application  provides  users 
with  a  tool  for  projecting  the  future  cost  of 
providing  services  and  the  revenues  with 
which  to  meet  these  costs.  As  such,  it 
can  be  a  valuable  tool  in  assessing  a 
municipality's  ability  to  support  proposed 
budgets  for  FY94  and  subsequent  fiscal 
years. 

If  you  would  like  a  copy  of  the  Application 
with  updated  historical  data,  or  if  your  com- 
munity has  received  the  Application  and 
would  like  a  training  session,  please  call 
Stephen  Dukeman  at  the  Division  of  Local 
Services  (617)  727-2300.  ■ 
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Municipal  Fiscal  Calendar 


December  15 
Taxpayer/ Assessors 

Deadline  for  applying  for  property  tax  exemptions  for  persons.  If  tax  bills  are  mailed 
after  September  15,  taxpayers  have  3  months  from  the  mailing  date  to  file 
applications  for  exemptions. 

December  31 

State  Treasurer/T  reasurer 

Notification  of  quarterly  local  aid  payments  before  December  31. 
Collector/Taxpayer 

Deadline  for  mailing  third  (or  third  and  fourth)  quarterly  tax  bill. 
Taxpayer/ Assessors 

Deadline  for  filing  an  application  for  abatement  of  motor  vehicle  excise  for  prior 
calendar  year. 

Water  or  Sewer  Commissioners;  Selectmen/Assessors 

Deadline  for  betterments  to  be  included  in  the  next  year's  tax  bill  (l\/I.G.L.  Ch.  80,  Sec. 
13  and  Ch.  83.  Sec.  27.) 

Assessors/Taxpayers 

IVIail  3-ABC  forms  to  all  eligible  non-profit  organizations. 
Selectmen 

Begin  to  finalize  budget  recommendations  for  review  by  the  Finance  Committee. 
This  date  will  vary  depending  on  the  dates  of  the  town  meeting. 


Data  Bank  Highlight 

The  Municipal  Data  Bank  is  a  clearing- 
house for  a  wide  variety  of  municipal 
financial  and  socio-economic  data.  This 
information  can  be  obtained  on  printouts 
or  diskettes  (6 1 7-727-2300  x  476)  as  well 
as  via  computer  modem  on  the  On-line 
Data  Access  System  (61 7-727-4401 ). 

The  override  votes  that  were  the  basis 
for  this  month's  FOCUS,  as  well  as 
debt  and  capital  exclusion  votes,  are 
available  for  individual  communities  or 
groups  of  communities.  The  record  for 
each  vote  includes  its  date,  vote  count, 
purpose  and  applicable  fiscal  year. 
This  information  is  also  available  on 
diskette  and  through  the  On-line  Data 
Access  System. 

CiTy&  Town  Editorial  Board 

Managing  Editor:  Stiaryn  S.  Adelman 
Local  Aid:  Julie  Slavet 
Bureau  of  Accounts:  Judy  Luca 
Techinical  Assistance:  Frederick  Kingsley 
Executive  Bureau:  Marilyn  Browne 
Property  Tax  Bureau:  Harry  Grossman 
Bureau  of  Local  Assessment:  Regina  IVIcArdle 
Western  Regional  Office:  Kirsten  Shirer 
Municipal  Data  Bank:  Jotin  Sanguinet 
Division  Contributors:  James  Crowley.  Debbie 
DiPerri.  SteptienDukeman.  Roger  Hatch.  Cheryl 
Ryan 
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